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FEDERAL  CREDIT  UNION  ACT  AMENDMENTS  AND 
VOLUNTARY  PAYROLL  ALLOTMENT 


FRIDAY,  NOVEMBER  3,  1967 

House  of  Representatives, 

Committee  on  Banking  and  Currency, 

Washington,  D.C. 

The  committee  met,  pursuant  to  notice,  at  10:05  a.m.,  in  room  2128, 
Rayburn  House  Office  Building,  Hon.  Wright  Patman  (chairman) 
presiding. 

Present:  Representatives  Patman,  Sullivan,  Reuss,  St  Germam, 
Gonzalez,  Minish,  Hanna,  Gettys,  Rees,  Gaiifianakis,  Bevill,  Widnall, 
Brock,  Claivson,  Johnson,  Stanton,  Mize,  Blackburn,  Brovui,  and 
Wylie. 

The  Chairman.  The  committee  will  please  come  to  order. 

This  mornhig  the  committee  meets  to  hear  testimony  on  H.R.  6157, 
a  biU  to  permit  Federal  employees  to  piu’chase  shares  of  credit  unions 
through  voluntary  payroll  deductions  and  H.R.  13489,  a  bill  to  amend 
the  Federal  Credit  Union  Act  to  modernize  the  loan,  investment,  and 
dividend  provisions. 

Before  we  begin  testimony  on  these  bills,  I  would  like  to  point  out 
the  legislative  history  of  the  two  measures. 

A  bill  containing  thi’ee  of  the  five  points  in  H.R.  13489  has  been 
passed  by  the  other  body.  That  bill  provides  for  a  delegation  of  loan 
powers  to  loan  officers,  quarterly  dividend  rates  and  the  crediting  of 
shares  received  by  the  10th  of  the  month. 

In  addition  to  these  tliree  points,  H.R.  13489  allows  credit  unions  to 
invest  up  to  25  percent  of  theu-  reserves  in  certain  credit  union  owned 
or  operated  organizations  and  to  allow  credit  unions  to  piuchase  notes 
|of  liquidating  credit  unions. 

H.R.  6157,  the  payroll  deduction  bill,  presents  a  rather  unique 
problem.  A  companion  bill,  S.  1084,  was  considered  by  the  Banking 
Committee  in  the  other  body  and  was  reported  with  amendments 
gi’anting  the  payroll  deduction  privilege  to  banks,  savings  and  loan 
associations,  and  savings  banks,  as  well  as  credit  unions. 

In  order  to  accomplish  these  amendments  it  was  necessary  to  amend 
31  U.S.C.  section  492,  the  section  of  a  particular  statute  that  does  not 
come  within  the  jurisdiction  of  this  committee. 

After  the  bill  was  passed  by  the  other  body,  granting  payi'oll  deduc¬ 
tions  to  banks  and  all  savings  institutions,  it  was  referred  to  the 
House  Government  Operations  Committee,  the  committee  that  has 
jurisdiction  over  31  U.S.C. ,  section  492. 

It  is  now  my  understanding  that  the  House  Government  Operations 
Committee  will  not  be  able  to  take  the  biU  up  this  session. 
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Therefore,  it  is  hoped  that  the  Bankmg  Committee  can  report  H.R. 
6157,  pass  it  in  the  House,  and  perhaps  the  other  body  will  accept  our 
actions  without  the  need  for  a  conference  or  additional  hearmgs  on 
the  other  side. 

(The  texts  of  H.R.  6157  and  H.R.  13489  and  reports  from  the 
Department  of  Health,  Education,  and  Welfare  and  from  the  Board 
of  Governors  of  the  Federal  Reserve  System  follow.) 

[H.R.  6157  ,  90th  Cong.,  first  sess.] 

g 

A  BILL  To  permit  Federal  employees  to  purchase  shares  of  Federal-  or  State-chartered  credit  union 

through  voluntary  payroll  allotment 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States  of 
America  in  Congress  assembled,  That  section  25  of  the  Federal  Credit  Union  Act 
(12  U.S.C.  1770)  is  amended  (1)  by  inserting  “(a)”  immediately  after  “Sec.  25’’ 
and  (2)  by  adding  at  the  end  thereof  the  following  new  subsection: 

“(b)  Any  Federal  employee  who  is  a  member  of  any  credit  union  that  has  a 
common  bond  consisting  of  Federal  employees  and  members  of  their  families 
shall  have  the  right  to  have  payment  on  shares  in  the  credit  union  made  by  allot¬ 
ment  from  his  salary  in  such  amount  and  at  such  times  as  the  employee  may  from 
time  to  time  request  in  writing.  The  credit  union  shall  reimburse  the  'United  States 
Government  for  the  reasonable  cost  of  making  such  allotment. 

“The  Comptroller  General  of  the  United  States  shall  issue  regulations  to  imple¬ 
ment  this  authority'. 

“In  this  subsection,  ‘Federal  employee’  means  any  person  employed  by  any 
department,  agency,  independent  establishment,  board,  office,  commission,  or 
other  establishment  in  the  executive,  legislative,  or  judicial  branch  of  the  Govern¬ 
ment,  any  wholly'  owned  or  controlled  Government  corporation,  and  the  municipal 
government  of  the  District  of  Columbia.” 


[H.R.  13489,  90th  Cong.,  first  sess.] 

A  BILL  To  amend  the  Federal  Credit  Union  Act  to  modernize  the  loan,  investment,  and  dividend  pro¬ 
visions,  and  for  other  purposes 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States  of 
America  in  Congress  assembled,  That  subsection  (7)  of  section  8  of  the  Federal 
Credit  Union  Act  (12  U.S.C.  1757)  is  amended  (1)  by  striking  out  the  word  “or” 
before  the  letter  “(F)”  and  by  adding  at  the  end  thereof  the  following:  “or  (G)  in 
an  aggregate  amount  not  exceeding  25  per  centum  of  its  regular  reserve  in  any 
one  or  more  incorporated  or  unincorporated  organizations  which  are  controlled  by 
credit  unions  or  credit  union  associations  and  which  use  funds  so  invested  for 
purposes  of  establishing  and  maintaining  the  liquidity,  solvency,  and  security 
of  credit  unions.”;  and  (2)  by  striking  out  the  word  “and”  after  the  semicolon  in 
subsection  (12)  and  by  adding  the  following: 

“(13)  to  purchase  from  liquidating  credit  unions  notes  of  any  individuals, 
members  of  such  liquidating  credit  unions  at  such  figure  as  may  be  established# 
by  the  board  of  directors  of  both  the  liquidating  and  the  purchasing  credit^ 
unions;” 

and  (3)  by  renumbering  the  present  subsection  (13)  as  subsection  (14). 

Sec.  2.  Section  15  of  the  Federal  Credit  Union  Act  (12  U.S.C.  1761c)  is  amended  Ij 
by  striking  out  the  words  “up  to  the  unsecured  limit,  or  in  excess  of  such  limit  if  '! 
such  excess  is  fully  secured  by  unpledged  shares”. 

Sec.  3.  Section  18  of  the  Federal  Credit  Union  Act  (12  U.S.C.  1763)  is  amended  1^ 
(1)  by  striking  out  the  word  “or”  and  inserting  a  comma  in  lieu  thereof  between  *1, 
“Annually”  and  “semiannually”  and  by  adding  the  words  “or  quarterly”  after  the 
word  “semiannually”;  and  (2)  by  striking  out  the  word  “five”  and  inserting  in 
lieu  thereof  the  word  “ten”. 
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Department  of  Health,  Education,  and  Welfare, 

XT  w  -D 

Hon.  Wright  Patman, 

Chairman,  Committee  on  Banking  and  Currency,  House  of  Representatives,  Washing¬ 
ton,  D.C. 


Dear  AIr.  Chairman;  This  letter  is  in  response  to  vonr  request  of  February 
I  28,  1967,  for  a  report  on  H.R.  4256,  a  bill  “To  permit  Federal  employees  to  pur- 
!  chase  shares  of  Federal-  or  State-chartered  credit  unions  through  voluniary 
payroll  allotment.  Since  the  two  bills  are  similar,  this  letter  is  also  in  response 
to  your  request  of  Alarch  10,  1967,  for  a  report  on  an  identically  titled  bill. 


The  bills  authorize  payroll  deductions  for  the  purchase  of  shares  of  a  credit 
union,  organized  under  State  law  or  a  Federal  credit  union,  with  a  common  bond 
t  composed  of  Federal  employees  and  members  of  their  families.  The  United  States 
i  Government  will  be  reimbursed  for  the  cost  of  making  such  allotments.  Allotments 
!  would  be  made  only  upon  the  basis  of  a  written  request  by  the  employee, 
i  These  bills  are  designed  to  contribute  to  the  basic  objectives  of  the  Federal 
i  Credit  Union  Act.  They  are  intended  to  aid  in  promoting  thrift  among  the 
Federal  employees  who  are  members  of  credit  unions  and  in  facilitating  the 
accumulation  of  a  fund  for  making  loans  to  such  members  for  useful  purposes  at 
reasonable  interest  rates.  They  are  thus  directed  toward  helping  the  members 
achieve  a  greater  degree  of  financial  stability. 

Enactment  of  either  of  these  bills  is  unnecessary.  Authority  now  contained  in 
I  U.S.C.  5525  authorizes  agency  heads  to  permit  employees  to  make  allotments, 
r  out  of  their  pay  for  appropriate  purposes.  However,  the  regulations  issued  by 
I  the  Civil  Service  Commission  to  implement  this  provision  do  not  allow  dednc- 
i  tions  from  Federal  salaries  for  the  purchase  of  shares  of  credit  unions.  The  Com- 
I  mission  believes  that  there  is  no  need  for  an  allotment  procedure  because  employees 
!  may  conduct  business  with  a  credit  union  with  relative  ease  and  convenience 
'  since  credit  unions  frequently  either  are  located  in,  or  are  provided  with  facilities 
I  in,  the  same  building  in  which  their  members  work. 

Moreover,  we  understand  that  the  Treasury  Department  feels  that  adequate 
efforts  are  being  made  by  the  Federal  Government  to  encourage  employees  to 
I  develop  the  habit  of  saving  a  portion  of  their  earnings  through  the  voluntary 
payroll  savings  program  to  purchase  Series  E  savings  bonds. 

We  would  therefore  recommend  that  neither  of  the  bills  be  enacted. 

e  are  advised  by  the  Bureau  of  the  Budget  that  there  is  no  objection  to  the 
'  presentation  of  this  report  from  the  standpoint  of  the  Administration’s  program. 

Sincerely, 


Wilbur  J.  Cohen, 

Under  Secretary, 


^  Board  of  Governors  of  the 

'  Federal  Reserve  System, 

Washington,  D.C.,  May  25,  1967. 

:  Hon.  Wright  Patman, 

L  Chairman,  Committee  on  Banking  and  Currency, 

I  House  of  Representatives,  Washington,  D.C. 

Dear  Mr.  Chairman:  This  is  in  response  to  your  request  of  March  10,  1967, 
I  for  the  Board’s  views  on  H.R.  6155,  H.R.  6156,'  and  H.R.  6157,  each  providing 
certain  amendments  to  the  Federal  Gredit  Union  Act. 

1  H.R.  6155  is  a  bill  to  amend  the  Act  to  modernize  the  loan,  investment,  dividend, 
j  and  reserve  provisions;  to  require  the  establishment  of  an  education  committee; 
and  for  other  purposes. 

H.R.  6156  would  amend  the  Act  to  permit  Federal  credit  unions  to  make  long¬ 
term  loans  .secured  by  real  estate. 

!  H.R.  6157  would  permit  Federal  employees  to  purchase  shares  of  Federal  or 
I  State-chartered  credit  unions  through  voluntary  payroll  deductions. 

;  Alany  of  the  provisions  in  the  above  bills  are  concerned  with  the  internal 
“  management  and  organization  of  Federal  credit  unions.  Inasmuch  as  these  pro- 
!  visions  do  not  relate  to  the  Board’s  area  of  responsibility,  it  has  no  comment  with 
,  reject  to  these  provisions. 

:  The  Board  does,  however,  have  some  question  about  the  need  for  granting  to 

;  Federal_  credit  unions  authority  to  invest  in  central  credit  unions  and  similar 
(  institutions,  as  contained  in  H.R.  6155.  Although  certain  advantages,  as  well  as 
;  disadvantages,  are  involved  in  the  establishment  of  a  central  credit  union  to  serve 
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Federal  credit  unions,  it  is  noted  that  credit  nnions  have  had  little,  if  any,  liquidity  , 
problems  in  the  past.  On  the  contrary,  they  seem  to  have  been  able  to  attract  1 
ample  funds  from  customers  and  to  borrow  from  one  another  and  from  banks  for  , 
seasonal  or  unexpected  needs.  Thus,  the  need  for  authority  to  make  investment  in  , 
central  credit  unions  would  seem  to  depend  upon  the  possibility  of  greater  liquidity  : 
problems  in  the  future.  Accordingly,  a  careful  study  of  such  problems  might  | 
usefullv  precede  legislative  action  on  this  point.  ' 

The ‘Board  also  questions  the  desirability  of  H.R.  6156,  which  would  grant  to  all  i 
Federal  credit  unions  authority  to  make  long-term  real  estate  loans.  Such  authority  | 
would  represent  a  radical  departure  from  the  traditional  operations  of  Federal 
credit  unions  that  specialize  in  much  shorter-term  credit  advances.  Investment  in  | 
long-term  real  estate  loans  requires  considerable  expertise  in  loan  origination  and  j 
servicing,  and  involves  loans  of  comparatively  large  average  size.  The  loans  are  , 
not  readily  salable  in  the  secondary  market  (especially  conventional  loans),  and  it  j 
is  a  time-consuming  and  difficult  process  to  realize  on  the  collateral  for  the  loans  , 
in  case  of  foreclosure. 

While  it  is  true  that  some  State-chartered  credit  unions  can  now  make  long- 
term  real  estate  loans,  it  appears  questionable  to  the  Board  that  this  authoiity 
should  be  granted  to  credit  nnions  that  are  chartered  by  the  Federal  Government. 

In  this  connection,  the  1963  report  of  the  President’s  Committi^e  on  Financial 
Institutions  implicitly  opposed  such  long-term  lending  by  Federal  credit  unions, 
stating  at  pp.  39-31:  .  ^  ^  ■ 

“Credit  unions  might  reasonably  be  expected  to  continue  to  concentrate  on 
short-  and  intermediate-term  consumer  loans  to  their  members.  In  the  case  of  j 
these  institutions,  considerations  of  safety  and  solvency  loorn  particul^ly  im¬ 
portant,  since  credit  unions  are  typically  managed  on  a  part-time  basis  by  non¬ 
professionals  whose  judgment  is  likely  to  be  most  reliable  in  assessing  the  credit 
worthiness  of  their  peers  for  relatively  small  consumer  loans.  Limitation  to  this 
kind  of  lending  is  also  consistent  with  the  special  purpose  of  credit  unions— which 
is,  through  cooperative  action,  to  help  close  a  possible  gap  in  the  availability  of 
small  loans  to  individuals.” 

If,  however,  the  Congress  should  decide  that  authority  to  make  these  long-term 
loans  is  appropriate,  the  Board  recommends  that  consideration  be  given  to 
whether  the  loans  should  be  fully  amortized,  whether  an  aggregate  limit  of  as 
much  as  2.5  per  cent  of  assets  is  essential,  and  whether  some  limit  on  the  maximum 
size  of  a  single  loan  is  needed  in  order  to  assure  a  certain  degree  of  poitfolio 


diversification. 

Sincerely  yours. 


Wm.  McC.  Martin,  Jr. 


The  Chairman.  We  have  thi’ee  witnesses  appearing  this  morning: 
Mr.  Fred  Smith,  General  Counsel  of  the  Treasury ;  Mr.  Deane  Gannon, 
Director  of  the  Bureau  of  Federal  Credit  Unions;  and  Mr.  R.  C. 
Morgan,  past  president  of  CUNA  International  and  manager  of  the 
Government  Employees  Credit  Union,  El  Paso,  Tex. 

If  you  gentlemen  will  take  your  places  there  we  would  like  to  have 
the  testimony  of  the  witnesses  in  the  order  in  which  they  were  called 

first.  ...  1 

If  you  want  to  abbreviate  your  testimony,  giving  a  summary  and 
putting  the  statement  into  the  record,  that  will  be  satisfactory.  That- 
is  entirely  up  to  you. 

After  the  three  of  you  have  finished  we  will  then  interrogate  you. 
Mr.  Smith,  you  are  recognized  first.  We  are  glad  to  have  you. 


STATEMENT  OF  FRED  B.  SMITH,  GENERAL  COUNSEL,  DEPART¬ 
MENT  OF  THE  TREASURY ;  ACCOMPANIED  BY  SIDNEY  S.  SOKOL, 
COMMISSIONER  OF  ACCOUNTS;  AND  GLENN  JOHNSON,  NA¬ 
TIONAL  DIRECTOR,  SAVINGS  BOND  PROGRAM 


Mr.  Smith.  Thank  you,  Mr.  Chairman. 

Mr.  Chairman,  two  initial  points.  I  am  not  prepared  to  testily  on 
H.R.  13489.  I  did  not  understand  my  testimony  was  needed  on  that 


FEDERAL  CREDIT  UNION  ACT  AMENDMENTS  O 

and  I  don’t  think  it  is  within  the  competence  of  the  Treasury,  particu¬ 
larly.  So  I  will  confine  my  remarks  to  H.R.  6157  if  that  is  agreeable. 

The  Chairman.  That  is  satisfactory. 

Mr.  Smith.  Secondly,  I  am  proud  to  have  with  me  here  Mr.  Sidney 
Sokol,  who  is  the  Commissioner  of  Accounts  of  the  Treasury,  and  Mr. 
Glenn  Johnson,  who  is  the  national  director  of  the  savings  bond 
program. 

The  Chairman.  All  right. 

Would  it  be  satisfactory  with  you  gentlemen,  if  we  do  not  ask  all 
the  questions  that  the  members  would  like  to  ask,  if  we  were  to  submit 
questions  to  you  in  vu'iting?  You  can  answer  the  questions  in  vuiting 
when  you  look  over  your  transcripts. 

Mr.  Smith.  It  would  be  perfectly  acceptable. 

The  Chairman.  All  right;  we  wdl  do  that. 

Mr.  Smith.  Mr.  Chau’man  and  members  of  the  committee,  I  am 
pleased  to  have  this  opportunity  to  testify  on  H.R.  6157,  a  bill  to 
permit  Federal  employees  to  purchase  shares  of  Federal-  or  State- 
chartered  credit  unions  through  voluntary  payroll  allotment. 

This  bill  would  give  Federal  employees  the  right  to  make  allotments 
from  their  salaries  for  payment  on  shares  to  credit  unions.  It  would 
also  require  the  credit  unions  to  reimburse  the  Government  for  the 
reasonable  costs  of  providing  these  special  services;  and  the  bill 
also  provides  for  the  Comptroller  General  to  issue  necessary  regula¬ 
tions.  ,  .  ,  . 

The  Treasury  Department  is  opposed  to  this  legislation  and  recom¬ 
mends  against  its  enactment.  I  shall  shortly  summarize  the  principal 
reasons  why  we  think  this  would  be  undesirable  legislation.  But 
first,  let  me  make  it  clear  that  the  Government  strongly  supports 
the  development  among  Federal  employees  of  the  habit  of  regularly 
saving  a  portion  of  their  earnings. 

In  support  of  the  objective,  Federal  credit  unions  have  been  pro¬ 
vided  with  cost-free  office  space  in  the  principal  Goveinment  buildings 
in  Washington  and  in  major  cities  throughout  the  country.  Salaried 
employees  of  the  Government  serve  without  compensation  from  the 
credit  unions  as  dhectors  and  on  their  loan  committees.  The  provision 
of  quarters  to  which  Federal  employees  have  easy  access  and  of  these 
other  privileges  already  afford  the  credit  unions  with  a  preferred  status 
insofar  as  the  savings  of  Federal  employees  are  concerned.  The  en¬ 
couragement  of  habits  of  thrift  has  been  one  of  the  principal  objectives 
of  the  savings  bond  program,  including  the  new  “freedom  share 
savings  note,  for  Avhich  payroll  deductions  are  presently  authorized 
and  encouraged.  Thus,  I  think  that  the  Federal  Government  has 
already  done  a  great  deal  to  encourage  Federal  employees  to  sa\e  and 
make  it  easy  for  them  to  do  so.  The  question  posed  by  the  bill  is  v  hethet 
we  should  go  one  step  further  and  permit  payroll  allotment  for  credit 
union  savmgs.  We  think  not. 

Among  several  important  reasons  for  our  opposition,  the  strongest 
one  is  our  conviction  that  enactment  of  H.R.  6157,  or  similar  bills, 
would  prove  to  be  a  crippling  handicap  to  the  successful  operation  of 
the  payroll  savings  plan  for  XJ.S.  savings  bonds  and  freedom  shares 
in  the  Federal  Government. 

Federal  employees  are  currently  purchasing  through  payroll  allot¬ 
ments  savings  bonds  and  freedom  shares  at  an  annual  rate  of 
$1  bilhon.  This  constitutes  20  p  ercent  of  the  total  purchases  through- 
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out  the  Nation  of  savings  bonds  and  freedom  shares.  While  it  is 
difficult  to  assess  the  immediate  effect  of  enactment  of  H.E.  6157,  we 
believe  that  once  established  and  in  full  operation  it  would  result  in  a 
significant  drop  in  our  dollar  sales  to  Federal  employees.  Part  of  this 
woidd  be  due  to  a  reduction  in  the  number  of  participants  and  the 
rest  to  a  reduced  scale  of  allotments. 

The  bases  for  this  estimate  are  as  follows: 

(1)  Most  employees  of  the  Federal  Government  having  a  desire  to 
save  are  already  on  the  payroll  savings  plan.  The  current  overall  par¬ 
ticipation  rate  of  66  percent — 74  percent  civilian,  60  percent  military — • 
is  the  highest  since  World  War  II  and  is  not  likely  to  go  much  higher. 
Therefore,  this  constitutes  the  lion’s  share  of  the  market  insofar  as 
payroll  allotment  is  concerned  for  both  savings  bonds  and  credit  union 
shares,  or  other  private  savings. 

(2)  We  can  only  assume  that  present  enrollees  are  saving  about  all 
they  feel  they  can  afford  to  save.  Of  course,  some  of  them  have  savings 
by  direct  deposit  for  which  payroll  allotment  would  be  substituted. 
But,  if  they  elect  another  savings  form  through  payroll  allotment,  we 
believe  it  would  be  largely  at  the  expense  of  savings  bonds — either  by 
dividing  their  allotments  or  switching  over  entirely. 

(3)  The  validity  of  these  assumptions  is  supported  by  surveys  we 
have  made  with  respect  to  payroll  savings  in  private  industry.  These 
surveys  show  that  there  is  a  marked  disparity  in  the  size  of  per  capita 
bond  allotments  between  Federal  workers  and  employees  of  private 
companies  where  credit  union  withholding  is  also  done.  Federal  civil¬ 
ians  average  $32  per  month,  and  the  total  of  Federal  withholding, 
both  military  and  civilian,  averages  $23  per  month.  By  contrast,  a  spot 
check  of  11  companies  which  actively  promote  payroll  savings  for 
bonds,  but  also  handle  credit  union  deductions,  shows  an  average 
monthly  allotment  for  bonds  of  $8.36. 

Thus,  there  is  strong  evidence  that  direct  competition  with  credit 
unions  in  the  field  of  payroll  deductions  would  result  in  a  significant 
dollar  loss  to  the  savings  bond  program. 

The  question  might  be  asked  as  to  why  the  savings  bond  program 
should  have  the  special  privilege  of  Federal  Government  payroll  de¬ 
duction  when  other  forms  of  savings  do  not.  I  think  the  answer  is  that 
the  savings  bond  program  is  special  and  it  is  in  the  national  interest 
that  it  should  have  this  type  of  special  assistance.  Particularly  in  these 
times,  it  is  a  way  in  which  Government  employees  can  feel  that  they 
are  making  a  contribution  toward  the  efforts  of  our  fighting  men  in 
this  bitter  and  frustrating  wurr  in  Vietnam.  If  participants  today  were 
motivated  solely  by  the  rate  of  return,  purchases  of  savings  bonds 
Avoidd  be  reduced.  Of  course,  there  are  other  attractive  aspects  such  as 
nia.ximum  safety  of  investment  and  postponed  payment  of  tax.  But, 
if  they  had  the  convenience  of  payroll  allotment,  we  feel  that  there 
Avoidd  be  a  high  rate  of  switching  to  other  forms  of  saving. 

As  the  costs  of  Government  go  up  in  direct  relation  to  the  costs  of 
this  war,  the  Treasury  has  two  ways  of  financing  these  costs:  Through 
increases  in  taxes  and  through  public  debt  financing.  And  we  have  to 
guard  against  the  problem  of  inflation.  Taxes  are,  of  course,  the  most 
noninfiationary  method  of  financing  the  costs  of  government.  Second 
to  taxes,  savings  bonds  are  the  most  noninflationary  way  to  finance  the 
Government’s  necessary  expenditures. 


FEDERAL  CREDIT  UNION  ACT  AMENDMENTS 


7 


Certainly,  borrowing  in  this  form  is  the  best  way  for  the  Govern¬ 
ment  to  borrow  while  still  keeping  a  lid  on  total  public  and  private 
spending  in  the  economy.  In  this  sense,  savings  through  the  purchase 
of  U.S.  savings  bonds  is  even  more  noninflationary  than  would  be 
individual  savings  in  other  forms,  for  those  other  types  of  savings  are 
eventually  reflected  in  additional  spending — ^however  worthwhile  that 
added  spending  may  be — while  in  the  case  of  U.S.  savings  bonds  we  can 
take  Government  spending  as  already  given  and  then  it  is  only  a 
question  of  how  best  to  finance  that  given  amount  of  spending. 

Let  me  briefly  mention  some  other  reasons  why  we  believe  this 
legislation  is  undesirable.  Put  simply,  another  important  reason  is  that 
we  think  the  time  has  come  to  draw  the  line  and  put  a  stop  to  the 
proliferation  of  payroll  allotments.  Already  payroll  systeins  include 
deductions  for  Federal  and  State  income  taxes;  for  civil  service  retire¬ 
ment  and,  where  apphcable,  for  social  security  taxes;  for  Government 
life  insurance  and  health  insurance;  for  combined  Federal  campaign 
charitable  contributions  and  union  dues;  and  for  purchase  of  U.S. 
savings  bonds  and  notes. 

The  administration  of  payroll  systems,  including  all  of  these  deduc¬ 
tions,  has  become  a  tremendous  task  requiring  the  services  of  thou¬ 
sands  of  employees  and  a  vast  amount  of  expensive  equipment.  We 
feel  that  the  Government  shoidd  be,  and  is,  the  most  enlightened 
employer  in  the  country  today,  and  that  the  allotments  which  are 
presently  made  are  in  the  mutual  interest  of  the  Government  and 
its  employees.  What  is  now  proposed  goes  beyond  the  objective  of 
mutual  interest  and  enters  into  a  kind  of  paternahsm  on  the  part 
of  the  Federal  Government  which  should  be  avoided.  As  I  have  pointed 
out,  through  their  credit  unions  conveniently  located  in  the  buildings 
in  which  they  work.  Federal  employees  already  have  an  easy  way 
in  which  to  save.  Also,  under  existing  authority  and  Treasury  Kegu- 
lations,  a  Federal  employee  today  can  have  his  net  salary,  after  all 
payroll  deductions,  paid  dUectly  to  a  financial  organization  of  his 
choice  for  credit  to  an  account  of  his  choice.  In  most  commercial 
banks,  this  same  employee  can,  if  he  wishes,  arrange  to  have  part 
of  this  deposit  transferred  to  a  savings  account,  or  he  can,  of  course, 
draw  his  own  check  for  deposit  to  a  savings  account  in  any  financial 
organization  of  his  choice. 

When  I  testified  on  an  identical  bill  before  the  Senate  Banking  and 
Currency  Committee,  I  predicted  that  the  proposed  legislation  would 
lead  to  demands  by  banks,  savings  and  loan  associations,  and  other 
financial  institutions  for  like  privileges.  I  said  that  the  end  result 
could  be  the  extension  of  payroll  deductions  beyond  reasonable  limits, 
with  the  Federal  Government  serving  as  a  banker  or  bookkeeper  for 
many  things  that  are  personal  affairs  of  its  employees.  Little  did  I 
realize  at  the  time  how  accurate  a  prediction  this  would  be,  for  the 
Senate  Banking  and  Currency  Committee  reported  out,  and_  the 
Senate  subsequently  passed,  S.  1084,  which  would  extend  the  privilege 
of  payroll  allotments  for  savings  not  only  to  credit  unions  but  to  any 
bank,  savings  bank,  or  savings  and  loan  association.  We,  of  course, 
are  vigorously  opposed  to  enactment  of  S.  1084,  and  for  the  sarne 
reasons  and  for  additional  reasons  relating  to  its  legal  and  adminis¬ 
trative  methodology. 

We  are  aware  that  the  bill  before  this  committee  provides  that  the 
credit  union  shall  reimburse  the  U.S.  Government  for  the  reasonable 
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cost  of  making  a  payroll  allotment.  It  is  exceedingly  difficult  to  esti¬ 
mate  what  such  costs  would  be  because  they  vary  from  agency  to 
agency  and  are,  in  part,  dependent  upon  factors  which  cannot  be 
calculated  in  advance,  such  as  the  frequencj^  of  changes  in  allotments. 
There  are  already  two  Federal  payroll  allotments  for  which  reimburse¬ 
ment  is  required.  These  are  the  combined  Federal  campaign — for 
charitable  contributions — and  deductions  for  union  dues.  At  the  time 
that  the  Civil  Service  Commission  was  preparing  to  authorize  these 
allotments,  it  made  a  survey  to  determine  what  would  be  a  reasonable 
charge  per  item.  On  the  basis  of  this  suiuTy  which,  at  best,  was  an 
educated  guess,  the  Civil  Service  Commission  arrived  at  a  standard 
charge  of  2  cents  per  deduction  on  each  payroll,  which  is  the  charge 
presently  in  effect.  It  shoidd  be  pointed  out  that  this  charge  was  fixed 
sometime  ago,  and  costs  have  risen  substantially  since  that  time. 
Moreover,  this  charge  merely  reflected  the  cost  of  setting  up  the  allot¬ 
ment  in  the  system  and  making  the  biweekly  payments.  It  did  not, 
for  example,  include  any  estimate  of  cost  for  changes  in  the  amount 
of  the  allotment.  This  is  because,  in  the  case  of  the  combined  Federal 
campaign,  an  employee  decides  once  a  year  how  much  he  wishes  to 
have  deducted  every  payday  for  this  purpose  and  the  amount  remains 
the  same  throughout  the  year.  Union  dues,  once  allotted,  are  also 
relatively  static.  Therefore,  these  two  allotments  are  relatively  simple 
and  inexpensive  to  administer. 

However,  it  is  predicted  that  if  payroll  allotments  were  authorized 
for  savings,  employees  would  wish  to  change  their  allotments  fre¬ 
quently  and  this,  along  with  other  operational  considerations,  would 
mean  that  the  reasonable  cost  to  be  passed  on  to  the  credit  union 
would  be  considerably  higher — ■conceivably  as  much  as  10  cents  an 
item.  I  might  add,  parenthetically,  that  doing  the  same  thing  for  sav¬ 
ings  banks  and  savings  and  loan  associations,  which  S.  1084  would 
require,  would  undoubtedly  involve  even  greater  reimbursable  unit 
costs.  This  is  because  most  employees  wanting  the  special  service 
would  have  a  choice  of  one  among  many  such  financial  organizations 
and  we  would  probablj^  be  making,  within  most  payrolls,  an  indiUdual 
payment  for  every  participathig’  employee  to  only  one  financial 
organization. 

J  wonder  if  the  credit  unions  would  still  be  in  favor  of  this  additional 
privilege  if  they  were  aware  that  they  might  have  to  pay  a  charo-e  of 
this  magnitude.  Or,  to  put  it  another  way,  would  not  the  credit  unions, 
faced  with  such  a  charge,  bring  pressure  to  bear  for  the  adoption  of  a 
charge  of  a  considerably  lesser  amount  which  would  amount,  in  effect, 
to_  an  additional  form  of  subsidy  of  their  operations.  The  question 
arises  as  to  whether  the  additional  amount  of  savings  which  the  credit 
unions  would  get  would  be  worth  the  cost  to  them. 

They  probably  would  still  be  in  favor  of  the  bill,  but  possibly  not 
solely  or  primarily  because  of  the  net  gain  that  they  would  realize  in 
the  form  of  additional  savings.  In  supporting  the  bill  before  the  Senate 
Banking  and  Currency  Committee,  the  Credit  Unions  National  Asso¬ 
ciation,  CUNA,_  emphasized  the  much  lower  loss  ratio  on  loans  in 
private  companies  where  payroll  allotments  for  credit  unions  were 
permitted.  Once  payroll  allotments  for  credit  union  shares  are  author¬ 
ized,  the  credit  union  is  then  in  a  position  to  arrange  with  individual 
borrowers  to  sign  a  document  authorizing  each  payday  the  transfer 
from  his  share  account  to  his  loan  account  of  the  amount  requfied  to 
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j  iiinortize  the  loan.  Thus,  to  put  the  matter  in  a  crude  form,  enactment 
1  of  the  bill  before  the  committee  could  put  the  Federal  Government  in 
the  loan-collecting  business;  and,  if  the  allotment  privilege  were  ex- 
1  tended  to  banks  and  sa^dngs  and  loans,  we  would  be  helping  them  also 
[  to  collect  on  their  loans.  This  would  be  an  especially  valuable  and  cost 
I  saving  item  for  lending  institutions.  It  would  ehminate  a  great  deal  of 
!  paperwork  and  the  cost  of  stationery  and  postage  necessary  to  send 
f  reminders  to  delinquent  borrowers.  It  would  reduce  salary  costs  for 
;  those  employees  needed  to  handle  individual  transactions  at  the 
;  teller  window  on  paydays  and  other  peak  periods.  Without  question, 
i  it  would  also  be  a  convenience  to  the  Federal  employees  concerned. 

‘  But  query:  How  far  should  we  go  in  what  we  might  call  creeping 
I  paternalism  in  doing  a  multitude  of  things  for  all  employees  that  each 
I  one  is  fully  capable  of  doing  for  himself?  And  query  further:  If  the 
:  Federal  Government  is  to  assist  financial  institutions  in  the  collection 
'  of  their  loans  what  about  helping  others  to  collect  amounts  due — • 
i  collection  agencies,  department  stores,  and  so  forth? 

I  The  possible  abuse  of  this  privilege  by  the  financial  institutions 
I  could  result  in  the  use  by  them  of  leverage  on  Federal  employees  who 
wish  to  borrow,  in  the  sense  that  in  order  to  get  approval  of  a  loan, 
the  lending  institution  might  require  the  borrower  to  execute  a  salary 
'  allotment  and  a  document  authorizing  a  crediting  of  a  portion  of  the 
j  proceeds  of  his  outstanding  loan. 

I  Mr.  Chairman,  this  sums  up  some  of  the  principal  reasons  why  we 
are  opposed  to  the  enactment  of  H.R.  6157,  but  I  want  to  emphasize 
without  minimizing  our  other  points  of  objection  that  the  most 
irnportant  reason  for  our  opposition  is  the  damage  which  we  feel  it 
will  do  to  our  savings  bond  program.  In  this  period  of  great  competi¬ 
tion  for  savings  and  high  rates  of  return  on  some  forms  of  investment, 
I  think  the  Savings  Bond  Division  of  the  Treasury  has  done  a  re- 
rnarkable  job  in  obtaining  an  increase  from  one-half  billion  dollars  to  $1 
billion  in  the  amount  annually  dedicated  by  Federal  employees  through 
i  the  allotment  system  to  the  purchase  of  savings  bonds  and  freedom 
:  shares.  It  is  going  to  be  exceedingly  difficult  for  them  in  the  coming  few 
years  to  maintain  the  rate  of  saving  in  this  form,  much  less  to  achieve  a 
substantial  increase.  We, believe  that  their  problem  should  not  be 
aggravated  by  providing  credit  unions  or  indeed  other  financial  insti- 
1  tutions  with  additional  privileges  which  would  result  in  a  loss  to  the 
•savings  bond  program  of  a  significant  percentage  of  Federal  employees’ 

I  savings. 

i  The  Chairman.  Thank  you  very  much. 

We  will  hear  from  the  other  two  witnesses  and  then  the  committee 
I  members  will  interrogate  the  three  of  you. 

I  Mr.  Gannon. 

I  STATEMENT  OF  J.  DEANE  GANNON,  DIRECTOR,  BUREAU  OF 
FEDERAL  CREDIT  UNIONS,  SOCIAL  SECURITY  ADMINISTRA¬ 
TION,  DEPARTMENT  OF  HEALTH,  EDUCATION,  AND  WELFARE 

IMr.  Gannon.  Mr.  Chairman,  inasmuch  as  our  Department  has 
reported  on  H.R.  6167,  my  statement  would  only  echo  the  position 
stated  and  I  would  be  willing  in  the  interest  of  saving  time  of  the 
committee  to  yield  my  time  to  Mr.  Morgan  and  confine  my  testimony 
to  H.R.  13489,  if  it  is  agreeable  with  you. 
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The  Chairman.  Go  ahead. 

Mr.  Gannon.  At  this  time,  Mr.  Chairman? 

The  Chairman.  Yes.  Mr.  Smith  did  not  cover  that  bill.  So  yon  go 
ahead  on  that  one,  if  yon  please. 

Mr.  Gannon.  Mr.  Chahman  and  members  of  the  committee,  I 
appreciate  this  oiiportunity  to  appear  before  the  committee  in  order 
to  present  the  views  of  the  Bureau  of  Federal  Credit  Unions  on 
H.K.  13489. 

Briefly,  we  favor  the  enactment  of  sections  2  and  3,  but  we  have 
serious  reservations  about  the  two  proposals  contained  in  section  1. 

Of  paramount  importance  in  this  bill,  we  believe,  is  the  authority 
contained  in  section  2  giving  credit  committees  of  Federal  credit 
unions  discretion  to  expand  the  power  of  loan  officers.  Present  law 
provides  the  credit  committee  with  the  authority  to  appoint  loan 
officers,  but  limits  their  authority  to  the  approval  of  loans  up  to  $750 
or  loans  over  that  amount  that  are  fully  secured  by  shares.  Section  2 
would  remove  these  restrictions,  thus  making  it  possible  for  the  credit 
committee  to  set,  with  the  board  of  directors’  approval,  whatever 
limits  it  believes  appropriate  within  the  overall  limitations  of  theJ| 
Federal  Credit  Union  Act.  * 

In  practice,  the  present  restriction  means  that  many  routine  loans 
must  be  considered  by  the  credit  committee  without  the  aid  of  a  loan 
officer.  This  results  in  a  great  workload  on  such  committees,  which 
are  composed  of  volunteers  who  devote  their  own  time  to  this  under¬ 
taking.  Loans  for  new  or  used  cars  are  a  good  example  of  the  kind  of 
transaction  which  could  be  considered  by  loan  officers  under  the 
proposed  amendment,  if  the  credit  committee  chooses  to  make  such 
a  delegation. 

This  proposed  amendment  comes  at  an  important  time,  Mr.  i 
Chairman,  in  light  of  your  announcement  today  of  the  establishment 
of  overseas  suboffices  by  a  number  of  stateside  military  credit  unions, 
all  of  which  are  federally  chartered.  Through  your  efforts,  Mr.  Chair¬ 
man,  and  of  the  other  members  of  the  committee,  our  servicemen 
overseas  in  many  locations  will  have  available  to  them  for  the  first 
time  the  services  of  Federal  credit  unions.  As  you  know  from  the 
testimony  developed  by  the  committee  there  is  a  great  need  for  the 
thrift  and  low-cost  loan  services  of  credit  unions  existing  among  our 
military  personnel  overseas,  particularly  among  the  lower  ranking, 
enlisted  men.  | 

By  enacting  the  proposal  in  section  2,  Congress  will  permit  the’ 
stateside  Federal  credit  unions  flexibility  to  grant  the  loan  officers 
stationed  overseas  the  authority  they  will  requhe  to  be  fully  responsive 
to  the  needs  of  our  serUcemen.  Needless  to  say,  the  authority  wfili 
prove  to  be  valuable  to  many  other  Federal  credit  unions  as  weU. . 

Section  3  of  the  bill  provides  fiu’ther  desirable  improvement  in  the 
operational  flexibility  of  Federal  credit  unions  by  permitting  the  pay¬ 
ment  of  quarterly  diUdends  and  the  crediting  of  interest  from  the 
beginning  of  a  month  on  shares  pmchased  up  to  the  10th  day  of  thatl 
month.  These  two  proposed  amendments  would  improve  the  service 
that  Federal  credit  unions  can  provide  their  members  and  would  pro¬ 
mote  additional  savings. 

As  I  indicated  earlier,  Mr.  Chairman,  we  do  have  serious  concern 
about  the  proposal  contained  in  section  1,  and  I  should  like  to  discuss 
our  position  briefly  at  this  point. 
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The  first  proposal  would  permit  the  investment  of  a  Federal  credit 
imion’s  funds  in  an  amount  equivalent  to  25  percent  of  its  regular 
reserve  in  any  organization  controlled  by  credit  unions  or  credit  union 
^  associations.  The  language  of  the  proposed  amendment  obviously  is 
quite  broad.  It  would  cover  a  substantial  number  of  credit  union 
'  organizations,  such  as  trade  associations,  stabilization  funds,  and 
State-chartered  central  credit  unions,  since  the  words  “liquidity,  sol- 
,  vency,  and  security”  are  open  to  a  liberal  construction.  The  significant 
point,  as  we  see  it,  is  that  Federal  credit  unions  can  and  do  participate 
now  in  aU  such  organizations.  They  do  not  invest  in  them,  but  they 
do  pay  dues  or  assessments  or  make  loans  to  them.  We  therefore  view 
I  this  proposal  as  imnecessary  and  inappropriate  as  a  Federal  credit 
I  union  investment. 

Moving  on  to  the  second  proposal  in  section  1,  Federal  credit  unions 
;  would  be  empowered  to  purchase  loans  from  hquidating  credit  unions 
On  its  face,_  this  proposal  appears  simple  and  relatively  straight¬ 
forward.  It  is,  nevertheless,  a  major  amendment  which  would  have 
far-reaching  and,  in  our  view,  unwelcome  effects  on  Federal  credit 
U  union  operations.  Perhaps  the  range  of  the  problems  we  foresee  can 
r  best  be  illustrated  by  a  concrete  example,  the  recent  successful  liqui- 
I  dation  of  Olmstead  Air  Force  Base  Federal  Credit  Union  in 
;  Pennsylvania. 

_  Olmstead  Air  Force  Base  Federal  Credit  Union  was  forced  to  begin 
j  liquidation  in  1965  when  the  Secretary  of  Defense  announced  that  the 
ail-  base  was  bemg  closed.  The  credit  union  at  that  tune  had  $4,854,874 
m  assets,  $4,799,377  in  loans  outstanding  and  $287,594  in  reserves  and 
i  undivided  earnings.  After  liquidation  was  completed,  the  credit  union 
I  returned  to  its  members  100  percent  of  their  savmgs  plus  a  liquidatmg 
!  dividend  of  4.6  percent.  The  major  action  which  permitted  the  success- 
I  fid  liquidation  was  the  sale  of  $3,758,651  m  loans  at  a  6.65  percent 
j  discount  to  a  sales  finance  company.  The  low  discount  mdicates  that 
i  high-quality  loans  were  involved. 

;  There  has  been  some  concern  expressed  that  this  sale  was  made  to 
!  an  organization  outside  the  credit  union  movement.  But  in  light  of 
i  the  present  capabilities  within  the  movement,  it  is  difficult  to  imagine 
j  how  else  such  a  large  transaction  could  have  been  accomplished.  The 
aggregate  assets  of  all  credit  union  stabilization  funds,  for  example, 
are  less  than  the  total  of  loans  sold  by  Olmstead.  In  addition,  no 
k  single  Federal  credit  union,  with  the  possible  exception  of  the  very 
r  largest,  would  have  had  the  liquidity  to  buy  these  loans.  Clearly,  the 
transaction  was  of  such  a  size  that  a  specialized,  well-capitalized  insti¬ 
tution  was  needed — and  in  fact  was  found. 

_We  have  a  serious  question  in  our  minds,  Mr.  Chairman,  about  the 
wisdom  of  authorizing  Federal  credit  unions  to  purchase  loans  from 
liquidating  credit  unions  under  any  conditions.  Discounting  notes  is  a 
‘  sophisticated  business  which  calls  for  skillful  management  in  a  field 
that  is  quite  removed  from  the  typical  sphere  of  operation  of  Federal 
credit  unions.  It  should  be  remembered  tliat  over  60  percent  of  Federal 
credit  unions  have  less  than  $250,000  in  assets.  Prospective  purchasing- 
credit  unions  would  be  in  the  difficult  position  of  having-  to  place  a 
value  on  the  loan  portfolio  of  a  credit  union  which  might  be  located  in 
another  State.  After  purchasing  the  notes,  the  management  would 
then  have  the  problem  of  collecting-  the  loans  from  persons  who  would 
have  no  common  bond  with  the  credit  union.  The  combination  of 
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volunteer  management  and  the  complexity  of  discounting  notes  of  non¬ 
members  is  one  that  we  believe  should  be  approached  very  cautiously. 

The  real  problem  which  neither  of  these  proposals  would  resolve  in¬ 
volves  the  question  of  what  disposition  should  be  made  of  loans  which 
are  “slow”  or  otherwise  less  marketable.  Olnistead  Air  Force  Base 
Federal  Credit  Union  was  well  managed,  and  had  sound  loan  policies. 
Its  loan  portfolio  consisted  in  the  main  of  loans  which  found  a  ready 
buyer.  But  not  all  loans  comprising  the  residual  in  liquidations  have 
such  uniformly  high  quality.  As  you  know,  credit  unions  do  not  have 
insurance  coverage  by  FDIC  or  FSLIC  of  up  to  $15,000  of  deposits  or 
accounts,  or  the  discount  facilities  available  to  other  financial  institu¬ 
tions.  As  a  consequence,  it  is  even  more  important  that  credit  unions 
have  alert,  able  management  and  adequate  reserves  in  order  that  their 
financial  soundness  is  assured.  By  and  large,  these  two  defenses  have 
worked  admirably,  and  losses  to  members  of  Federal  credit  unions 
have  been  very  small  in  comparison  to  the  aggregate  amount  of 
savings  involved. 

Enactment  of  either  of  the  proposals  in  section  1  would,  in  our 
opinion,  unnecessarily  complicate  the  operations  of  Federal  credit 
unions,  distract  the  attention  of  officials  from  more  important  matters, 
and  have  no  significant  impact  on  the  problems  which  all  credit 
unions — both  State  and  Federal — face  in  liquidation. 

It  is  not  our  wish  to  minimize  the  seriousness  of  these  problems. 
As  you  know,  the  Bureau  has  undertaken  a  massive  study  of  the 
reserves  held  by  Federal  credit  unions,  in  an  attempt  to  ascertain 
whether  present  reserves,  and  the  present  statutory  reserve  formula, 
will  be  adequate  to  meet  the  needs  of  Federal  credit  unions  in  the 
years  to  come.  This  study  will  not  be  completed  much  before  the  end 
of  the  year. 

We  suggest  that  it  would  be  advisable  to  await  the  outcome  of  our 
study  before  acting  on  legislative  proposals  in  the  area  of  liquidity 
and  solvency.  We  therefore  recommend  that  action  on  section  1  be 
deferred.  But  we  hope  that  the  committee  would  be  willing  to  act 
separately  on  sections  2  and  3  in  order  that  Federal  credit  unions  may 
have  the  immediate  benefit  of  the  increased  flexibility  provided  by 
these  proposals. 

The  Chairman.  Thank  you  very  much,  sir. 

Mr.  Morgan. 

STATEMENT  OF  R.  C.  MORGAN,  DIRECTOR  AND  PAST  PRESIDENT, 
CUNA  INTERNATIONAL,  INC. 

Mr.  AIorgan.  Mr.  Chairman,  may  I  say  at  the  very  beginning  what 
pleasure  it  is  to  be  apjiearing  before  your  committee,  and  particularly 
before  you,  sir,  as  you  know,  I  am  a  neighbor  of  yours  down  in  Texas. 
Your  home,  I  believe  in  Texarkana  is  at  one  end  of  U.S.  Highway  80 
and  mine  in  El  Paso  is  at  the  other  end,  almost  a  thousand  miles. 

The  Chairman.  We  are  still  neighbors  and  friends. 

Mr.  Morgan.  We  are;  and  I  repeat,  it  is  indeed  a  pleasure  to  be 
here  this  morning. 

Mr.  Chairman,  in  the  interest  of  time,  I  would  like  merely  to 
summarize.  If  my  statement  may  be  printecl  in  the  record  at  this  time. 

The  Chairman.  It  will  be  printed  in  the  record  at  this  point. 

(The  statement  referred  to  follows :) 
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Prepared  Statement  of  CUN  A  International,  Inc.,  on  H.R.  6157  by 
R.  C.  Morgan,  Director  and  Past  President 

CUN  A  International  is  pleased  to  have  this  opportunity  to  testify  on  H.  R.  6157, 
and,  at  the  outset  of  our  testimony  this  morning,  let  us  state  our  unqualihed 
support  for  this  bill.  CUN  A  is  seeking  this  legislation  on  behalf  of  some  1,428 
credit  unions  with  Federal  employees  as  their  basic  membership  bond.  Repre¬ 
senting  6.4  percent  of  all  active  credit  unions,  these  employee  groups  had  approxi¬ 
mately  2.3  million  members  vYith  total  savings  of  $1.1  billion  at  the  end  of  1965. 

Basically,  H.R.  6157  would  amend  the  Federal  Credit  Union  Act  to  provide 
that  any  Federal  employee  belonging  to  a  credit  union  with  Federal  employees 
and  members  of  their  immediate  family  as  the  common  bond  would  have  the 
right  to  establish  a  savings  program  in  the  credit  union  via  systematic  deductions 
from  his  or  her  salary.  That  is  all  it  provides  for — nothing  else.  Yet,  despite  this 
simplicity,  it  is  a  highly  important  piece  of  legislation.  This  morning  we  would 
like  to  tell  you  why  it  is  so  and  why,  we  would  hope,  you  too  would  support  H.  R. 
6157. 

EXTENT  OF  PAY'ROLL  DEDUCTIONS 

i  Payroll  dediictions  have  long  been  recognized  as  a  relatively  painless  method 
of  allowing  people  to  meet  their  legal,  social,  and  economic  obligations.  It  is  noth- 
;  ing  more  than  installment  paying,  a  practice  that  is  well  accepted  in  this  country. 

The  Federal  government  is  cognizant  of  its  benefits  since  it  requires  employers, 
^including  the  Treasury,  to  withhold  taxes  from  the  paychecks  of  employees. 
^Similarly  the  government  also  provides  payroll  deductions  from  the  paychecks 
of  Federal  employees  for  a  large  number  of  purposes  in  addition  to  Federal  tax 
purposes:  civil  service  retirement,  state  income  taxes,  social  security,  group  life 
insurance,  delinquent  taxes,  health  benefits,  savings  bonds,  labor  union  dues, 
dues  for  professional  groups  and  associations,  and  contributions  for  various 
charities.  Aloreover,  in  the  case  of  military  employees,  the  Federal  government  is 
already  making  paj'roll  deductions  for  savings  purposes. 

Industry  knows  the  value  of  payroll  deductions  also.  It  is  very  common  for  a 
private  employer  to  permit  payroll  deductions  for  all  the  reasons  allowed  for  by 
1  the  Federal  government  and,  more  often  than  not,  for  many  more  worthy  purposes 
such  as  bank  savings  accounts,  mortgage  payments,  stock  purchase  plans,  and 
:  credit  union  savings.  Presently  there  are  about  six  states  that  grant  payroll 
deductions  for  state  employees  to  save,  and  there  are  literally  hundreds  of  county 
and  municipal  governments  which  do  likewise.  Yet  none  of  these  employers 
!  consider  this  to  be  a  burden.  As  a  matter  of  fact,  most  of  them  consider  it  to  be  a 
;  definite  asset  to  both  employee  and  employer. 

:  EXTENT  OF  CREDIT  UNION  PAYROLL  DEDUCTIONS 

!  Payroll  deductions  for  the  members  of  credit  unions  are  extremely  common 
I  among  United  States  credit  unions.  A  1965  study  by  the  CUNA  International 
I  research  department  reveals  that  10,709  out  of  approximately  16,800  occupational 
credit  unions  had  some  form  of  payroll  deductions  granted  by  employers.  Most 
of  these  employers  were  industrial  concerns  but  1,700  were  state,  county,  and 
kmunicipal  government  agencies  and  school  districts.  According  to  the  same 
^tudy,  credit  unions  with  payroll  deductions  are  found  in  all  the  states,  and  the 
system  is  equally  popular  among  the  smaller  credit  unions  as  among  the  larger 
credit  unions. 

!  Why  are  credit  unions,  employees,  and  employers  embracing  payroll  deductions 
I  for  thrift  purposes  so  enthusiastically?  We  believe  the  reasons  for  this  widespread 
:  acceptance  lie  in  the  many  advantages  of  the  payroll  deduction  program — 
;  advantages  which  flow  to  the  worker,  the  employer,  the  credit  union,  and  even 
to  the  overall  economy  of  our  Nation.  We  would  like  to  discuss  each  of  these 
benefits  with  you  this  morning. 

I  BENEFITS  TO  THE  EMPLOYEE  AND  THE  EMPLOYER 

First  of  all,  let  us  look  at  the  benefits  to  the  employee.  To  begin  with,  it  is  a 
popular  program  with  workers.  A  recent  CUNA  .survey  showed  that  immediately 
after  a  payroll  deduction  system  is  introduced  in  a  credit  union,  80  percent  of 
the  membership  avail  them.selves  of  it  as  a  means  of  increasing  their  credit  union 
savings.  Similarly,  in  a  recent  study  by  the  Opinion  Research  Corporation  for 
the  Foundation  for  Commercial  Banks,  it  was  found  that  in  33  percent  of  U.S. 
households,  someone  is  using  the  payroll  deduction  method  of  saving. 
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Obviously  workers  feel  that  by  subjecting  their  financial  affairs  to  this  voluntary 
discipline,  they  are  better  able  to  meet  emergencies  or  to  finance  large  purchases. 
More  importantly,  by  having  a  ready  source  of  credit,  they  are  less  likely  to  fall 
prey  to  loan  sharks  or  unscrupulous  retailers.  This  leads  to  a  financially  stable 
work  force  with  better  morale  and  better  work  habits.  Time-consuming  creditor 
complaints  to  the  payroll  department  are  virtually  eliminated.  The  emotional 
and  psychological  symptoms  resulting  from  financial  worries  are  minimized,  thus 
serving  to  reduce  the  likelihood  of  personal  bankruptcy — a  dilemma  of  our  times 
that  has  spread  with  an  alarming  frequency. 

We  are  aware  of  the  attitude  of  many  administrators  and  officials  that  the 
immunity  of  government  employees  from  many  of  the  traditional  creditor  processes 
insulates  the  government  from  many  of  these  problems.  This  is  a  false  sense  of 
security.  It  must  be  realized  that  the  federal  government  employee  has  as  many 
financial  problems  as  most  other  employee  groups.  Fortunately  not  all  govern¬ 
ment  heads  have  this  head-in-the-sand  approach.  The  Department  of  Labor 
among  others  has  recently  given  explicit  recognition  of  these  problems  when 
it  established  a  financial  management  and  consumer  education  program  for 
its  employees.  Financial  problems  had  reached  the  point  where  they  were  affecting 
the  overall  efficiency  of  the  Department.  In  addition,  the  Bureau  of  Federal 
Credit  Unions  offers  a  counseling  course  for  any  group  of  employees  at  any 
interested  agency  plagued  with  such  consumer  debt  problems.  Yet,  despite 
these  progressive  programs  at  a  minority  of  our  government  agencies,  federal 
employees  continually  fall  prey  to  the  loan  sharks,  debt  consolidators,  etc. 

That  such  problems  exist  in  the  government  is  not  surprising.  According  to 
the  Bureau  of  the  Budget,  48.8  percent  of  classified  employees  are  in  grades 
GS-1  to  GS-6.  This  would  indicate  that  nearly  a  million  federal  employees  are 
of  moderate  means,  clearly  requiring  access  to  credit  sources  and  special  in¬ 
ducements  to  save. 

But  what  is  in  this  for  the  federal  government  as  an  employer?  First,  as  we 
indicated  earlier,  payroll  deductions  will  result  in  a  financially  stable  work  force 
with  better  morale,  better  work  habits,  better  safety  records,  and  improved 
worker  efficiency.  In  addition,  absenteeism  Avill  decrease  as  employees  will  be 
less  prone  to  abuse  privileges  and  will  have  less  need  to  moonlight  in  order  to 
meet  their  debts.  In  a  nutshell,  the  employee  becomes  an  efficient  and  integral 
member  of  the  gov'ernment  agency  team  leading  to  better  government  service 
in  a  more  economical  manner. 

BENEFITS  TO  CREDIT  UNIONS 

Payroll  deductions  are  demonstrably  advantageous  to  the  overall  operations 
of  a  credit  union.  A  recent  CUNA  study  compared  10,000  credit  unions,  both 
with  and  without  payroll  deductions.  The  averages  and  ratios  on  savings,  loans, 
and  delinquencies  were  consistently  more  favorable  for  those  credit  unions  having 
the  privilege  of  payroll  deductions. 

Aloreover,  by  attracting  ample  share  capital  at  minimal  expense,  payroll 
deductions  make  it  easier  for  a  credit  union  to  offer  consumer  loans  to  members 
at  low  interest  rates  while  providing  an  attractive  dividend  to  sav'ers  on  their 
shareholdings. 

Hundreds  of  employee  transactions  can  be  handled  automatically  and  at  one 
time,  thus  eliminating  the  need  for  frequent  individual  visits  to  the  credit  union 
office.  For  those  members  of  smaller  credit  unions  with  limited  hours,  there  will 
now  be  a  greater  opportunity  for  savings  without  worry  about  arranging  their 
work  day  to  conform  with  the  credit  union  hours.  Furthermore,  the  office  space 
required  for  credit  union  operations  is  lessened  since  fewer  credit  union  officials 
can  handle  a  greater  volume  of  transactions.  These  officials  will  also  have  more 
time  to  assist  distressed  members  by  means  of  financial  counseling  and  prorating 
of  past  due  debts. 

The  key,  of  course,  is  convenience  which  in  many  cases  of  private  enterprise 
will  be  the  difference  in  operating  in  the  black  or  red.  For  the  thrift  industry  this 
is  perhaps  the  most  crucial  factor  in  determining  whether  a  person  will  save,  and, 
if  so,  where  he  will  save.  The  irony  of  it  all  is  that  people  want  to  save  and  want  to 
save  more  than  they  do  now.  But  the  inconvenience  and  discommodious  where¬ 
withal  so  often  involved  in  getting  around  to  making  regular  savings  payments 
works  to  defeat  these  hopeSi 
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BENEFITS  TO  THE  ECONOMY 

And  lest  we  forget,  H.R.  6157  offers  inherent  benefits  to  the  overall  economy, 
albeit  indirect  and  somewhat  minute.  Yet,  nevertheless,  they  offer  a  constructive 
step  in  reducing  inflationary  pressures.  Promoting  greater  saving  can  be  a  most 
'  effective  and  painless  way  of  fighting  inflation.  To  tfie  extent  that  this  bill  would 
encourage  greater  thrift,  it  would  remove  funds  from  the  direct  spending  stream 
thereby  helping  to  reduce  inflationary  pressures  arising  from  that  sector.  To  the 
extent  that  it  facilitates  the  flow  of  funds  to  financial  institutions,  it  would  thereby 
ease  credit  conditions  and  remove  some  of  the  upward  pressure  on  interest  rates. 
Finally,  real  economic  growth  and  increased  productivity  depends  on  enormous 
capital  formation  which  can  only  be  made  possible  in  part  by  the  willingness  of 
the  private  sector  to  save  a  portion  of  current  income.  For  both  the  government 
and  our  citizens,  promoting  economic  progress  recpures  increasing  amounts  of 
savings.  But  to  increase  the  extent  of  these  savings,  it  is  necessary  to  facilitate  the 
manner  of  saving  by  making  it  more  convenient  for  the  individual  savers. 

ADMINISTRATION  ARGUMENTS  IN  OPPOSITION 

During  the  past  several  years  that  CUNA  has  been  attempting  to  obtain  payroll 
deductions  for  government  emplovees,  we  have  been  ojiposed  by  the  executive 
department  for  various  reasons.  We  believe  it  would  be  helpful  to  the  committee 
I  to  state  the  reasons  and  to  offer  our  rebuttal. 

1  In  general,  the  reasons  for  the  opposition  of  the  administration  to  payroll 
r  deductions  for  government  employees  can  be  summarized  as  follows:  (1)  The 
federal  government  presently  has  authority  to  permit  this  privilege  and  further 
legi.slation  is  not  needed.  (2)  If  the  payroll  deduction  is  granted  to  credit  unions, 
other  savings  institutions  would  ask  for  a  similar  privilege.  (3)  This  would  create 
an  added  burden  on  the  government’s  payroll  system  and  would  be  extremely 
i  costly  to  the  government.  (4)  Credit  union  payroll  deductions  would  adversely 
'  affect  the  federal  savings  bond  program. 

It  is  true  that  Public  Law  87-304  (75  Stat.  662)  grants  discretionary  authority 
to  department  heads,  subject  to  Presidential  regulation,  to  permit  employees  to 
make  payroll  allotments  for  any  purpose  deemed  appropriate  by  dejiartment 
heads.  As  the  administering  agency  of  this  law,  the  United  States  Civil  Service 
!  Commission  has  refused  all  of  our  recpiests  to  permit  payroll  deductions  for  credit 
union  savings,  except  for  certain  employees  serving  abroad  or  away  from  their 
post  of  duty. 

We  believe  that  it  is  futile  to  argue  that  this  bill  is  not  necessary  since  the  au¬ 
thority  to  do  what  the  bill  requires  already  exists.  Of  course,  Congress  has  heard 
this  argument  many  times  from  departments  that  do  not  want  to  exercise  discre- 
,  tionary  authority  and  do  not  want  Congress  to  require  them  to  do  so.  The  fact  is 
'  that  because  of  pressure  from  the  Treasury  Department,  the  Commission  has  re- 

■  fused  to  use  its  authority.  H.R.  6157  would  remove  the  discretion  and  make  it  the 
il  right  of  an  employee  to  have  payroll  deductions  for  savings  in  his  credit  union. 

I  The  benefits  to  be  derived  from  such  a  service  requires  that  Congress  make  the 
I  program  mandatory.  Congress  is  the  only  remaining  source  of  action  since  we  have 
L  exhausted  our  administrative  routes  and  since  the  courts  cannot  generally  require 
•an  administrator  to  do  something  that  Congress  has  told  him  he  is  free  to  do  or  not 
*to  do. 

The  second  reason  for  opposing  the  bill  has  probably  been  used  each  time  anew 
deduction  has  been  requested.  Of  course,  our  request  would  create  additional  work 
for  those  administering  the  government  payroll  but  it  would  be  necessary  work 
t  and  it  would  not  cost  the  government  anything  since  H.R.  6157  would  require  the 
j  credit  union  to  pay  any  additional  cost. 

i  While  we  believe  that  credit  unions  are  unique  enough  to  be  easily  distinguish- 
;  able  from  other  financial  institutions,  we  cannot  seriously  object  to  granting  the 
i  same  opportunity  to  the  others. 

>  A  credit  union,  it  should  be  stressed,  is  not  a  commercial  organization.  It 

■  is  a  non-profit  membership  association  run  on  cooperative  principles.  Unlike  com- 
1  mercial  lending  facilities,  it  does  not  serve  the  general  public.  It  is  confined  solely 
i  to  promoting  the  welfare  of  its  members,  which  in  the  case  of  the  Federal  service 

are  the  employees  of  a  particular  government  agency, 
i  Further,  credit  union  directors  and  committee  members  serve  without  compen- 
1  sation.  Any  income  left  over  after  allocation  of  reserves  and  payment  of  expenses 
'  are  returned  to  the  members  in  the  form  of  dividends  on  shares  and  refunds  of 
I  interest  on  loans. 
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The  fourth  reason,  in  our  opinion,  is  the  real  and  only  reason  that  the  executive 
department  opposes  H.R.  6157.  Aside  from  the  fact  that  it  seems  grossly  unfair 
for  the  government  to  prevent  its  employees  from  having  access  to  payroll  deduc¬ 
tions  for  other  forms  of  savings  simply  because  it  wants  to  maintain  a  captive 
market  for  its  own  savings  bonds,  we  have  never  seen  any  evidence  that  supports 
^is  argument.  As  a  matter  of  fact,  we  recently  obtained  a  list  of  companies  on  the 
Treasury  Department's  payroll  savings  bond  honor  role.  Many  of  the  companies 
payroll  deductions  for  credit  union  savings.  The  conclusion  may  be  that 
the  savings  bond  argument  is  purely  speculative  and  without  merit.  This  conclu- 
sion  is  bolstered  by  the  experience  of  the  Department  of  the  Army.  As  you  know, 
the  military  have  the  allotment  privilege  through  which  they  can  make  deposits 
to  their  credit  unions.  About  83.6  percent  of  these  military  people  buy  savings 
bonds.  In  the  same  department,  civilian  employees  generally  do  not  have  allotment 
privileges,  yet  their  participation  in  the  savings  bond  program  is  only  74.9  percent. 

CONCLUSION 

In  conclusion  let  us  emphasize  that  H.R.  6157  provides  for  payroll  deductions 
for  savings  purposes  only.  Let  there  be  no  confusion  on  this  point.  Payroll  deduc¬ 
tions  under  this  bill  are  not  available  to  pay  off  borrowings.  I  might  add  that  where 
payroll  deductions  may  be  used  for  both  purposes,  statistics  show  that  savings 
receive  an  overwhelrning  majority  of  the  allotments. 

We  are  of  the  opinion  that  the  arguments  we  presented  in  support  of  H.R.  6157 
are  considerably  stronger  than  the  arguments  presented  against  it  and  we  respect¬ 
fully  urge  its  adoption  by  Congress. 
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APPENDIX  B— WHERE  THE  MONEY  WENT:  TO  PAY  LOANS  OR  INTO  SHARE  ACCOUNTS— SURVEY  OF  PAYROLL 
DEDUCTIONS  OF  90  CREDIT  UNIONS,  1961  AND  1962,  BY  MONTHS 

[In  percent] 


1961 


1962 


January... 

February.. 

March _ 

April _ 

May. . 

June _ 

July. . 

August — 
September 
October... 
November. 
December. 


Payments  Share  Total  Payments  Share  Total 
on  loans  balances  on  loans  balances 


17.  44 

82.56 

100 

20.45 

79.55 

100 

20.61 

79. 39 

100 

21.02 

78. 98 

100 

22.04 

77.96 

100 

22. 14 

77.86 

100 

21.46 

78.  54 

100 

21.41 

78.59 

100 

21.24 

78.  76 

100 

21.79 

78.21 

100 

21.49 

78.51 

100 

21. 18 

78.  82 

100 

21.79 

78.21 

100 

21.48 

78.  52 

100 

21.53 

78.  47 

100 

21.89 

78. 11 

100 

21.69 

78.31 

100 

21.77 

78. 23 

100 

16. 97 

83.  03 

100 

Source:  A  Study  of  Savings,  Savers  and  Borrowers,  and  Education  Expenditures  for  Large  Credit  Unions,  p.  53. 

APPENDIX  C.— SELECTED  AVERAGES  OF  OCCUPATIONAL-TYPE  FEDERAL  CREDIT  UNIONS  WITH  AND  WITHOUT 

PAYROLL  DEDUCTIONS 


Item 


With  payroll  Without  payroll 
deductions  deductions 


Number  of  Federal  credit  unions _ _ _  . . 

Ratio  to  total  of  type _ _ _ _ _ percent. . 

Average  potential  membership - - - - - 

Average  number  of  members - - - - - - - — 

Ratio  of  actual  to  potentiai  members. .  _  _ _  _ percent  . 

Average  assets _ _ _ _  _ 

Average  assets  per  member _ _ _  ..  - 

Average  shares  per  member _  _ _ _ _ _ 


Average  amount  of  loans  outstanding.  - - -  - 

Average  number  of  loans  outstanding _  _ _ _ 

Average  size  of  loan  outstanding _ _ _ _ _ 

Ratio  of  outstanding  loans  to  total  assets . . . . percent.. 

Average  number  of  loans  granted  in  1948. - - - - 

Average  amount  of  loans  granted  in  1948 _ _ _ _ _ _ 

Average  size  of  loan  granted  in  1948 _ _ _ 

Ratio  of  number  of  loans  granted  in  1948  to  number  of  actual  members.,  .percent.. 


Average  amount  of  delinquent  loans 


Ratio  of  amount  of  delinquent  loans  to  amount  of  loans  outstanding - percent.. 

Average  income . . . . . 

Average  expenses . . . . . 

Average  net  earnings . . . . . . . . . . 

Ratio  of  net  earnings  to  total  income . . . . percent.. 


1,284.0 
37.7 
977.0 
520.0 
53.2 
$99,  096. 0 
$191.0 
$175.0 
$48, 631.0 
217.0 
$224.  0 
49.0 
485.0 
$107,193.0 
$221.0 
93.0 
$1,783.0 
12.0 
3.7 
$5, 200.  0 
$2, 045. 0 
$3,155.0 
60.6 


2,126.0 

62.3 
1,043.0 

381.0 
36.6 
$51,532.0 
$135.0 
$122.0 
$28, 988.  0 
149.0 
$194.  0 
56.0 
245.0 
$53,651.0 
$219. 0 
64.0 
$2,402.0 
17.0 
8.3 
$2,955.0 
$1,294.0 
$1,661.0 

56.3 


Source:  U.S.  Bureau  of  Federal  Credit  Unions,  "Payroll  Deductions  as  an  Aid  to  Federal  Credit  Union  Operation,”  Mimeo 
(Washington,  D.C.,  October  1949),  p.  3. 


Prepared  Statement  of  CUNA  International,  Inc.,  on  H.R.  134S9  by 
R.  C.  Morgan,  Director  and  Past  President 

j\Ir.  Chairman,  I  am  here  to  endorse  H.R.  1.34S9  on  behalf  of  the  11,500  Federal 
credit  unions  that  are  members  of  CUNA  International,  Inc. 

H.R.  13489  was  introduced  by  Representative  Patman  at  the  request  of  CUNA 
International.  It  contains  several  provisions  which  we  believe  will  help  Federal 
credit  unions  to  better  serve  the  needs  of  their  members. 

The  purpose  of  H.R.  13489  is  to  modernize  Federal  credit  union  procedures  to 
accord  with  present  day  lending  practices.  The  bill  would  improv^e  Federal  credit 
union  procedures  in  three  ways: 

(1)  It  would  permit  the  credit  union  movement  to  establish  its  own  insti¬ 
tutions  for  the  purpose  of  protecting  the  liquidity,  soh^enc.y,  and  security  of 
credit  unions. 

(2)  The  credit  committee  of  Federal  credit  unions  would  have  unlimited 
authority  to  delegate  lending  authority  to  a  loan  officer.  Under  present  law 
only  $750  in  lending  authority  can  be  delegated  if  the  loan  is  not  secured 
by  shares. 
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(3)  Federal  credit  unions  would  be  allowed  to  pay  dividends  on  a  quarterly 
basis  (rather  than  annually  or  semiannually  under  present  law)  and  give 
dividend  credit  for  share  deposits  made  within  the  first  ten  days  of  the  month. 

LIQUIDITY,  SOLVENCY,  AND  SECURITY 

Section  I  of  the  bill  contains  two  separate  provisions  which  are  related  in  that 
they  are  both  designed  to  allow  Federal  credit  unions  to  continue  developing  the 
means  of  protecting  the  savings  of  their  members  without  recourse  to  public 
resources  or  governmental  authoritj'  by  providing  additional  means  for  promoting 
the  liquidity,  solvenc}^  and  security  of  Federal  credit  unions.  While  savings  lost 
by  members  of  Federal  credit  unions  have  actually  been  less  than  savings  lost  by 
depositors  and  shareholders  of  insured  financial  institutions,  we  realize  that  the 
economy  of  our  country  is  constantly  undergoing  many  changes  and  we  realize 
that  it  is  often  difficult  to  anticipate  the  result  of  many  of  these  changes.  We  are 
therefore  taking  steps  to  organize  and  strengthen  organizations  owned  and  op¬ 
erated  by  credit  unions  and  credit  union  members,  thereby  helping  us  to  maintain 
our  e.xcellcnt  record. 

STABILIZATION  PROGRAM 

The  first  part  of  Section  1  amends  subsection  (7)  of  Section  8  of  the  Federal 
Credit  Union  Act  (12  U.S.C.  1757).  It  gives  a  Federal  credit  union  authority 
to  invest  up  to  25  percent  of  its  regular  re.serve  in  one  or  more  incorporated  or 
unincorporated  organizations  which  are  controlled  by  credit  unions  or  credit  union  i 
associations  and  which  use  funds  so  invested  for  purposes  of  establishing  and  ' 
maintaining  the  liquidity,  solvency,  and  security  of  credit  unions.  This  amend¬ 
ment  is  intended  to  permit  Federal  credit  unions  to  participate  directly  in  the 
stabilization  and  reserve  pooling  concepts  of  CUNA  Stabilization  Program,  Inc. 
At  the  same  time,  the  language  is  intentionally  broad  enough  to  permit  invest¬ 
ment  in  any  other  credit  union  organization  which  u.ses  funds  for  maintaining 
the  liquidity,  solvency,  and  security  of  credit  unions. 

Generally  speaking,  the  propo.sed  amendment  would  cover  the  existing  stabiliza¬ 
tion  and  reserve  pooling  programs  of  CUNA  and  the  various  state  leagues,  as 
well  as  the  activities  of  some  state  central  credit  unions.  The  state  central  credit 
unions  would  qualify  only  if  membership  control  is  vested  in  credit  unions  or 
credit  union  associations. 

In  order  to  more  fully  explore  the  concept  under  discussion,  it  will  be  usefid 
to  point  out  that  the  credit  union  movement  has  over  the  years  been  developing 
a  stabilization  program.  Manj'  of  the  state  credit  union  leagues  have  stabilization 
programs  which,  of  course,  differ  in  their  authority  and  in  their  methods  of  oper¬ 
ation.  Any  of  these  state  league  stabilization  programs  may  affiliate  with  CUNA 
Stabilization  Program,  Inc.  The  general  purpose  of  CUNA  Stabilization  Program, 
Inc.,  is  to  aid  in  the  financial  rehabilitation  and  stabilization  of  credit  unions. 

CUNA  Stabilization  works  entirely  through  leagues,  primarily  through  finan¬ 
cial  grants  and  assistance,  and  it  carries  on  no  activities  of  its  own.  On  the  other 
hand,  league  stabilization  programs  work  directlj-  with  financially  distressed 
credit  unions.  The  emphasis  at  the  league  level  is  on  technical  rather  than  financial 
assistance,  but  financial  assistance  is  available  to  purchase  loans,  etc.,  if  that 
should  become  necessary.  Probably  the  most  successful  example  of  a  good  credit  \ 
union  league  stabilization  program  is  that  operated  by  the  Michigan  Credit 
pinion  League.  During  its  first  eight  years  of  existence,  which  includes  that 
period  of  time  up  to  the  present,  the  League  has  successfully  avoided  any  losses 
to  credit  union  members  in  the  state  of  Alichigan. 

It  is  of  course  realized  that  when  a  program  is  as  successful  as  that  of  the  Alichi- 
gan  League,  it  tends  to  augment  the  reserves  that  are  otherwise  required  by  law. 
Therefore,  it  seems  quite  logical  to  permit  a  PTheral  credit  union  to  pool  a  portion 
of  the  reserves  with  other  credit  unions  for  the  purpose  of  assisting  in  the  financial 
rehabilitation  and  stabilization  of  all  participating  credit  unions.  The  effect  of 
this  system  is  to  charge  individual  credit  union  losses  agaimst  the  reserves  of  all 
participating  credit  unions.  Therefore,  the  risks  are  spread  out  and  the  chances 
of  an  individual  credit  union  liquidating  with  lo.sses  to  its  members  is  minimized. 

Of  course,  funds  placed  in  the  pool  will  be  invested  so  that  income  can  be  earned. 

PURCHASING  NOTES  OF  LIQUIDATING  CREDIT  UNIONS 

The  second  part  of  Section  1  is  also  designed  to  maintain  the  liquidity,  solvency, 
and  security  of  credit  unions.  It  would  permit  a  Federal  credit  union  to  purchase 
from  a  liquidating  credit  union  the  notes  of  the  individual  members  of  the  liqui- 
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dating  credit  union.  It  should  be  noted  however  that  the  individual  member 
whose  note  is  being  purchased  would  not  become  a  member  of  the  purchasing 
credit  union  unless  he  is  within  the  common  bond  of  the  purchasing  credit  union. 
This  proposal  would  allow  a  league  stabilization  prograni  to  call  upon  Federal 
credit  unions  for  assistance  in  helping  to  stabilize  or  liquidate  a  distressed  credit 
union.  The  stabilization  fund  would  ask  the  Federal  credit  union  to  purchase  some 
of  the  notes  of  the  distressed  credit  union  thereby  providing  liquidity  to  the  chs- 
tressed  credit  union  without  substantially  impairing  the  funds  of  the  stabilization 
fund.  This  would  allow  the  stabilization  program  to  funnel  out  the  good  notes  to 
the  purchasing  credit  unions  and  to  use  its  own  funds  to  purchase  the  more  risky 
notes.  The  end  result  would  help  to  assure  that  each  member  of  the  distressed 
credit  union  would  receive  at  least  100  percent  on  the  dollar. 

SELF-HELP  AND  LIQUIDATIONS 

Both  of  these  proposals  will  enable  Federal  credit  unions  to  fully  implement 
their  basic  purpose  of  self-help.  They  will  allow  credit  unions  to  help  one  another 
without  seeking  external  assistance.  At  the  same  time,  they  provide  an  additional 
option  to  liquidating  credit  unions  and  regulatory  officials  thereby  increasing 
flexibility  in  handling  the  problems  which  arise  from  the  liquidations  of  credit 
unions.  In  this  regard,  it  is  worth  noting  that  liquidations  of  credit  unions  are 
not  comparable  to  liquidations  of  other  finpeial  institutions  or  businesses.  Actually, 
within  the  credit  union  context,  liquidations  are  a  sign  of  volatility  and  vitality 

>in  the  economy.  It  must  be  remembered  that  credit  unions  can  only  serve  members 
that  have  a  common  bond.  When  this  common  bond  no  longer  exists,  then  the 
credit  union  generally  liquidates.  The  destruction  of  the  common  bond  can  be 
caused  by  the  closing  of  a  military  installation  or  an  industrial  plant,  by  a  merger, 
by  population  shifts,  by  plant  moves,  and  bj^  all  of  the  various  other  factors 
which  are  present  in  our  contemporary  economy. 

These  two  provisions  are  simply  extensions  of  the  self-help  program  which  the 
individual  members  of  credit  unions  have  been  cariying  out  since  the  organization 
of  the  first  credit  union.  The  credit  union  movement  considers  this  self-help 
‘  characteristic  to  be  basic  to  its  operations  and  philosophy  and  has  transfm-red 
-  this  principle  to  credit  union  related  organizations  that  have  been  established 
within  the  credit  union  movement.  We  prefer  to  continue  in  this  path. 

i  AUTHORITY  OF  LO.\N  OFFICER 

Section  2  of  the  bill  would  authorize  the  credit  committee  to  delegate  to  the  loan 
officer  the  power  to  approv^e  loans  on  the  same  basis  as  the  credit  committee 
presently  does.  At  the  present  time,  the  Federal  Credit  Union  Act  allows  the  credit 
committee  to  appoint  one  or  more  loan  officers  and  to  delegate  to  him  or  them  the 
I  power  to  approve  loans  up  to  the  unsecured  limit  ($750)  or  in  excess  of  such  limit 
'  if  such  excess  is  fully  secured  by  unpledged  shares.  This  means  that  a  loan  officiT 
cannot  approve  a  loan  for  an  automobile;  nor  can  he  approve  a  loan  secured  by  an 
i  insurance  policy;  nor  can  he  approve  a  loan  secured  by  a  co-signer. 

The  original  Federal  Credit  Union  Act  made  it  mandatory  for  the  credit  com- 
1  mittee  to  approve  all  loans.  However,  in  1959,  the  Act  was  amended  to  allow  the. 

1  credit  committee  to  appoint  loan  officers  and  granted  them  the  authority  mentioned 
I  above.  The  1959  amendment  was  granted  by  Congress  in  order  to  reduce  the  burden 
placed  upon  the  credit  committee.  Congress  recognized  that  the  credit  com- 
'  mittee  is  made  up  of  voluntary  members  who  are  not  compensated  and  who  often 
1  find  it  difficult  to  meet  on  short  notice.  This  authority  has  proved  to  be  extremely 
'  useful  and  has  not  changed  the  character  nor  the  operations  of  Federal  credit 
■  unions.  The  credit  committee  continues  to  perform  a  very  valuable  function  and 
its  overall  authority  has  not  been  diminished  since  the  loan  officer  is,  and  will  be 
under  this  proposal,  required  to  furnish  to  the  credit  committee  a  record  of  each 
loan  approved  or  not  approved  by  him.  In  cases  where  the  loan  has  not  been 
1  approved  by  the  loan  officer,  the  credit  committee  is  required  to  review  the  loan 
‘  application  and  to  act  upon  it. 

By  extending  the  authority  of  the  loan  officer,  a  reduction  in  the  work  loa,d  of 
i  the  credit  committee  will  become  evident.  This  will  enable  the  credit  committee 
to  devote  more  time  to  reviewing  applications  for  loans  which  require  extended 
treatment.  At  the  same  time,  it  will  give  the  credit  committee  time  to  counsel 
I  more  extensively  with  the  credit  union  member  and  to  provide  him  with  moie 
I  personal  assistance  in  arranging  his  finances.  It  will  also  allow  the  Federal  credit 
I  union  to  serve  its  members  more  quickly  and  efficiently. 


22 


FEDERAL  CREDIT  UNION  ACT  AMENDMENTS 


MODERNIZED  DIVIDEND  PAYMENTS 

Section  3  of  the  bill  would  authorize  a  Federal  credit  union  board  of  directors 
to  declare  dividends  quarterly  and  would  allow  it  to  apply  a  dividend  credit  for 
the  first  ten  days  of  the  month.  At  the  present  time,  the  board  of  directors  has 
authority  to  declare  dividends  annually  or  semiannually,  and  it  has  authority  to 
apply  a  dividend  credit  for  the  first  five  days  of  the  month.  In  other  words,  any 
shares  that  are  fully  paid  up  during  the  first  five  days  of  the  month  are  eligible 
t(ii  receive  a  dividend  credit. 

These  two  provisions  are  designed  to  allow  Federal  credit  unions  to  continue 
to  attract  savings  with  the  use  of  contemporary  methods  which  have  attained 
considerable  acceptance  by  other  financial  institutions.  They  are  inducements 
for  savers  which  are  very  necessary  to  some  Federal  credit  unions  to  attract 
savings  in  order  to  have  funds  to  lend  to  members.  Failure  to  adopt  contemporary 
inducements  could  possibly  result  in  a  decline  of  savings  inflow  which  in  turn 
could  cause  a  reduction  in  the  low  interest  loans  that  credit  unions  were  chartered 
to  provide. 

Mr.  Morgan.  Thank  yon,  sir. 

First,  I  would  like  to  sa}^  a  few  tvords  about  H.R.  6157,  which  is  the 
proposal,  of  course,  to  permit  Federal  employees  to  have  deductions 
made  from  their  paychecks  for  deposit  to  savings  shares  of  federally 
chartered  or  State-chartered  credit  unions. 

We  very  much  appreciate  Mr.  Smith’s  support  in  his  testimony  of 
credit  unions,  their  purposes  generally,  and  so  on. 

However,  we  simply  cannot  share  some  of  his  apprehensions  about 
the  effect  that  enactment  of  this  legislation  would  permit  a  different 
kind,  to  our  mind,  a  different  type  of  savings  entirely  by  deposit  in 
the  credit  union  shares  rather  than  the  bond  program  concerned. 

I  Avould  like  to  spend  most  of  my  time  simply  rebutting,  if  you 
please,  sir,  what  Mr.  Smith  has  said  on  behalf  of  the  Treasury  about 
the  effects,  the  fears  that  Treasury  apparently  has  of  the  bad  effects 
that  payroll  deductions  for  credit  unions  would  have  on  the  bond 
sales  lu’ogram  to  Federal  employees. 

I  think  this  is  the  primary  reason,  as  I  understand  it,  from  IMr. 
Smith’s  testimony,  that  Treasury  is  opposed  to  this  legislation. 

To  begin  with,  Mr.  Chairman,  I  think  it  would  be — it  seems  to  me 
to  be  grossly  unfair  for  the  Government  to  prevent  its  employees  from 
having  access  to  payroll  deductions  or  other  forms  of  savings  siinply 
because  it  wants  to  maintain  a  captive  market  for  its  own  savings 
bonds.  We  have  never  seen  any  evidence  that  supports  this  argument. 
As  a  matter  of  fact,  we  recently  obtained  a  list  of  companies  on  the 
Treasury  Department’s  payroll  savings  bond  honor  roll.  Many  of  the 
coiujianies  also  have  payroll  deductions  for  credit  union  savings.  The 
conclusion  may  be  that  the  savings  bond  argument  is  purely  specula¬ 
tive  and  without  merit.  This  conclusion  is  bolstered  by  the  experience 
of  the  Department  of  the  Army.  As  you  know,  the  military  have  the 
allotment  privilege  through  which  they  can  make  deposits  to  their 
credit  unions.  About  83.6  percent,  Mr.  Chairman,  of  these  military 
people  buy  savings  bonds.  In  the  same  Department  civilian  employees 
generally  do  not  have  allotment  privileges,  yet  their  participation  in 
the  savings  bond  program  is  only  74.9  percent,  substantially  below 
that  of  the  military  where  they  do  have  the  allotment  privilege,  Mr. 
Chairman. 

I  submit  to  you  that  savings  for  the  purchase  of  bonds  are  a  different 
type  of  savings  than  savings  in  the  credit  union  and  the  share  account. 
In  the  first  instance,  the  savings  are  a  permanent  type  of  savings 
where  the  employee  bought  because  of  patriotic  reasons,  to  help  his 
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Government,  to  help  finance  the  war  in  Vietnam,  for  example,  and 
for  personal  reasons — for  the  building  of  a  personal  nest  egg,  usually 
for  some  future  purpose  which  he  either  knows  about  and  knows 
there  will  be  a  long  time  before  he  can  realize  certain  financial  goals 
or  simply  for  some  purpose  that  he  is  not  sure  of — just  the  rainy  day 
sort  of  thing. 

I  am  treasurer-manager  of  a  Federal  employee  credit  union  with 
about  20,000  members  and  in  my  experience  the  members  of  our 
credit  union  in  El  Paso,  Tex.,  do  buy  savings  bonds  and  I  am  sure  that 
the  percentage  of  participation  is  very  high  in  the  Government  m- 
stallations  in  the  El  Paso  vicinity.  I  know  that  these  same  people 
also  save  in  their  credit  union  share  accounts.  But  where  the  bond 
savings  are  a  semipermanent  type  of  savings,  their  credit  union  savings 
are  savings  which  are  where  they  leave  them  there;  if  they  need  the 
money  they  simply  make  a  loan  against  those  savings  and  they  are 
savings  which  are  more — they  are  of  more  immediate  use  to  them, 
you  see,  for  an  entirely  different  purpose. 

I  submit  to  you  now,  it  is  my  personal  experience  that  the  members 
of  my  credit  union,  20,000  of  them,  do  both.  They  buy  bonds  and  they 
save  in  their  credit  union  shares. 

Now,  why  the  Federal  Government  should  deny  its  employees  the 
same  privilege  that  the  employees  of  most  progressive  industrial 
organizations  and  businesses  have  to  save  in  their  credit  unions  through 
payroll  deductions,  I  for  the  life  of  me  just  cannot  understand. 

Now,  we  have  some  statistics  here,  some  further  research,  and  just 
taking  an  example  of  large  industrial  concerns  which  afford  their 
employees  the  benefit  of  payroll  deductions,  let  us  take  Lockheed 
Aircraft  with  a  total  of  74,702  employees,  has  59,000  of  those  employees 
covered  by  payroll  deductions,  yet  employees  participating  in  bond 
purchases  is  99  percent.  Certainly  in  this  case,  Mr.  Chairnuin,  the 
authority  to  deduct  from  paychecks  for  the  purpose  of  credit  union 
shares  could  not  have  very  seriously  affected  bond  sales  if  we  have  99 
percent  anyway. 

We  have  others — North  American  Aviation  with  79-percent  partici¬ 
pation  in  the  bond  drive. 

Boeing  with  78  percent,  and  so  on. 

We  have  merely  picked  these  as  illustrative.  I  submit  to  you  that 
the  comparison  between  the  percentage  which  Mr.  Smith  used  in  his 
testimony,  the  comparison  between  U.S.  Government  employees  and 
the  employees  of  business  firms  generally  was  not  a  very  valid  one 
unless  the  business  firm,  the  private  business  that  you  were  talking 
about  uses  the  same  zeal  in  connection  with  the  bond  drive  that  the 
Federal  Government  uses,  and  as  a  former  Federal  employee  myself, 
I  know  that  the  sales,  the  bond  sales  effort  is  quite  effective  in  Federal 
installations.  So  again,  we  simply  do  not  share  Mr.  Smith’s  appre¬ 
hensions. 

To  deal  very  briefly,  still  summarizing,  Avith  some  of  the  Treasury’s 
other  objections,  so  far  as  the  costs  are  concerned,  many  credit  unions 
do  pay  private  employers  a  per  transaction  cliarge  for  Avithholding 
funds  for  credit  union  shares. 

Parenthetical^  here,  Mr.  Chah-man,  let  me  say  that  Ave  also  have 
made  studies  of  AA'here,  in  private  industry,  payroll  deduction  money 
goes.  It  goes  oA’erwhelmingly  to  shares.  Air.  Smith  made  a^  point  that 
payroll  deduction  will  merely  go  to  collecting  the  delinquencies  of  credit 
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unions  which  have  payroll  deductions.  And  he  also  stated  that  the 
member  can  authorize  an  automatic  transfer  from  his  shares. 

Our  studies,  Mr.  Chairman,  show  that  this  simply  by  and  large  is  not 
true,  because  in  credit  unions  which  have  payroll  deductions,  most  of 
the  money,  at  least  3,  4  to  1  ratio  goes  to  the  shares.  These  people  make 
paju’oll  deductions  for  the  purpose  of  building  their  shares.  Then,  if 
they  need  to  borrow  they  can  simply  borrow  against  those  shares  and 
repay  the  loan  separately  from  the  share  deposits.  They  do  not  use  the 
payroll  deduction  for  repayment  of  loans,  but  rather  to  build  up 
shares^ — see  appendix  B  of  our  statement. 

I  call  your  attention  to  the  fact  that  this  H.R.  7157  provides  for 
payi’oll  deductions  for  savings  piu-poses  only.  I  hope  there  will  be  no 
confusion  on  this  point- — payroll  deductions  under  this  bill  are  not 
available  to  pay  off  borrowings. 

So  far  as  the  cost,  and  I  am  rambling  a  little  bit — so  far  as  the  cost 
is  concerned,  certainly  this  would  be  nominal  since  the  credit  unions 
are  to  reimburse  the  Treasury  and  I  see  no  problem  particularly  with 
the  computerized  payroll  procedures  commonly  used  in  Federal 
establishments  now.  I  see  no  problem  either  to  the  Government  or 
to  the  credit  union  because  the  credit  union  could  easily  absorb  these 
costs  which  ]Mr.  Smith  has  estimated  in  his  testimony,  I  believe, 
up  as  high  as  10  cents  per  item.  They  can  easily  absorb  them,  they 
do  absorb  them  and  pay  these  fees  to  private  employers  and  still 
at  a  substantial  savings  in  bookkeeping,  employee  time,  and  so  on 
to  the  credit  union.  It  is  simply  much  more  economical  to  process 
a  long  list  of  payroll  deductions  than  to  take  this  money  a  little  bit 
at  a  time  over  from  a  teller  vindow  or  something  like  that. 

So,  Mr.  ChauTuan,  in  conclusion  let  me  say  that  CUNA  Inter¬ 
national  on  behalf  of  almost  two  and  a  half  million  U.S.  Government 
employees  wholeheartedly  supports  H.R.  6157.  We  believe  it  will 
be  good  for  the  U.S.  Government,  it  will  certainly  be  good  for  the 
credit  unions,  for  the  members  of  the  credit  unions,  and  we  believe 
for  the  national  economy. 

The  Chairman.  Thank  you  very  much,  Mr.  Morgan. 

]\Ir.  AIorgan.  Woidd  you  like  me  to  proceed  lUth  the  other  bill, 
H.R.  13849? 

The  Chairman.  Yes,  you  may  do  so.  You  may  summarize  it  if 
you  desire. 

Mr.  Morgan.  Thank  you,  Mr.  Chairman. 

After  listening  to  Mr.  Gannon’s  testimony,  particularly  with  respect 
to  the  first  part  of  section  1  of  this  biU  and  his  reference  to  a  study  of 
reserves  which  the  Bureau  of  Federal  Credit  Unions  has,  we  under¬ 
stand,  ah’eady  undertaken,  I  would  simply  say  that  we  are  perfectly 
willing  to  go  along  with  this  as  a  reasonable  approach. 

Now,  this  is  without  mmimizing  oiu-  support  or  010"  concern, _ oiu’ 
interest  in  having  this  type  of  legislation  enacted  as  soon  as  possible. 
But  we  woidd  be  quite  agreeable  to  deferring  this  section  1  of  this  bill 
until  such  time  as  the  Bureau  completes  its  study  of  the  entire  problem 
of  credit  union  liability — liquidity,  solvency,  and  the  reserves. 

So  we  will  pass  over  that  very  briefly. 

Now,  we  certainly  support  the  loan  officer  provision.  We  pomt  out 
in  this  connection  that  this  legislation  would  enable  the  credit  com¬ 
mittee  of  a  Federal  credit  union,  and  the  credit  committee  is  composed 
of  volunteers — they  are  not  paid,  they  have  to  make  a  livmg  other- 
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wise.  This  would  enable  them  to  authorize  one  or  more  loan  officers 
in  the  credit  union  to  exercise  the  powers  of  the  credit  committee  in 
apju'oving  loans. 

Presently,  under  legislation  enacted  by  the  Congress  in  1959,  the 
credit  committee  may  delegate  only  up  to  $750  limit,  approval 
authority  for  loans  to  loan  officers. 

A  loan  officer  cannot,  for  example,  approve  a  loan,  say,  for  $2,000 
on  a  $3,000  automobile  which  may  be  a  more  secure  loan  actually 
than  a  $750  signature  loan.  He  has  no  discretion  above  this  $750. 
He  has  no  discretion  above  this  amount  and  simply  in  the  interest  of 
relieving  the  credit  committee  of  the  burden  as  uncompensated 
volunteers  of  considering  a  great  volume  of  loan  applications  routinely 
in  a  credit  union,  this  would  enable  them  to  delegate  their  authority 
to  a  loan  officer  who  could,  and  in  this  connection  when  a  credit  union 
member  needs  a  loan  these  days  he  needs  it  now,  and  this  would 
certainly  expedite  and  render  more  efficient  service  to  the  members  of 
the  credit  union,  so  we  very  much  support  this. 

Now,  just  briefly,  we  consider  the  provisions  for  quarterly  divi¬ 
dends — we  consider  this  merely  a  housekeeping  sort  of  thing,  ]Mr. 
Chairman,  which  will  enable  us  to  keep  pace  with  other  savings  and 
thrift  institutions. 

I  think  that  I  will  conclude  by  simply  supporting  Mr.  Gannon’s 
testimony  in  this  respect  and  in  support  of  H.R.  13489. 

The  Chairman.  Thank  you  very  much. 

The  members  will  have  the  privilege  of  asking  questions  in  writing 
and  the  witnesses  will  answer  them  when  they  look  over  their  tran¬ 
scripts  for  approval, 

I  will  forgo  my  time. 

Mrs.  Sullivan? 

Mrs.  Sullivan.  I  wfll  be  very  brief. 

Mr.  Smith,  why  do  we  allow  the  military  to  make  deductions  for 
the  credit  union  savings  and  yet  the  military  has  a  record  of  having 
the  highest  participation  in  purchasing  U.S.  savings  bonds? 

Mr.  Smith.  Let  me  first  correct — there  is  a  discrepancy  between 
Mr.  Morgan’s  figures  and  mine.  We  made  a  caref id  study.  The  per¬ 
centage  of  participation  according  to  our  study  by  civilian  employees 
of  the^Federal  Government  is  74  percent  and  by  mditary  is  66  percent, 
not  83.6  percent  as  Mr.  Morgan  said.  So  I  \yant  to  correct  that. 

I  think  the  reason  is,  there  is  a  special  need  in  the  case  of  the  military 
to  have  this  facdity.  Two  principal  reasons — one,  they  move  around 
all  the  time,  and  they  are  not  like  the  average  Federal  employee  who 
is  located  in  one  place  and  has  probably  got  a  bank  across  the  street 
where  he  can  go  deposit  his  savings.  A  man  in  the  military  may  be 
from  Dubuque,  Iowa,  and  he  has  his  basic  bank  account  there  where 
he  wants  to  save  and  he  is  moving  all  around  all  the  time  and  so  that 
is  one  reason. 

Another  is,  in  many  cases,  bases  are  located  way  out  in  the  country 
somewhere,  where  there  aren’t  possibly  adequate  facilities  for  him  to 
conveniently  go  and  make  his  savings. 

I  think  those  are  the  principal  types  of  reasons.  And  people  over¬ 
seas,  for  example,  fighting  in  Vietnam,  there  has  to  be  some  way  for 
them  to  be  able  to  deposit  something  in  a  savings  account  and  I  think 
that  is  the  reason  why  the  distinction  is  made  and  the  special  arrange¬ 
ment  is  made  for  the  military. 
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I^Irs.  Sullivan.  Do  you  really  have  figures  on  the  participation  of 
the  mihtary  employees  in  buying  XJ.S.  savings  bonds  as  against  other 
Government  employees  purchasing  Government  bonds? 

ISIr.  Smith.  Yes,  those  are  the  percentages,  I  believe,  I  gave  you; 
namely,  74  percent  for  civilian  Federal  employees  and  66  percent  for 
military  rate  of  participation. 

Mrs.  Sullivan.  Do  you  feel  that  by  allowing  the  payroll  deduction 
from  other  Government  employees,  you  take  away  that  incentive  or 
that  push  to  haim  some  of  those  sales  for  Government  bonds? 

Mr.  Smith.  Yes.  And  one  further  point  on  that  is,  you  shouldn’t 
only  look  at  the  percent  of  participation,  because  there  is  also  a 
question  of  how  much.  If  they  have  the  privilege  of  payroll  allotment 
also  for  credit  unions,  while  they  might  continue  their  bond  deduction, 
they  might  reduce  it,  you  see,  so  that  even  though  the  rate  of  partici¬ 
pation  wouldn’t  be  affected,  the  amount  that  went  into  the  savings 
bonds  could  be  significantly  affected. 

Mrs.  Sullivan.  I  would  like  to  ask  Mr.  Morgan,  why  do  you  feel 
now  that  it  is  necessary  for  other  Government  employees  to  have  the 
payroll  deduction  instead  of  contributing  as  they  do? 

Mr.  Morgan.  Well,  Mrs.  Sullivan,  if  I  may  refer  first  to  these 
statistics  that  you  asked  Mr.  Smith  about,  the  83.6  percent  of  the 
mihtary  people,  according  to  the  information  we  have,  now  buy 
bonds.  These  statistics  are  for  the  Department  of  the  Army — military 
and  civihans  in  the  Department  of  the  Army.  We  obtained  these 
figures  directly  from  the  Department  of  the  Army  and  in  the  Depart¬ 
ment  of  the  Army  where  we  have  the  military  personnel  who  do  have 
the  privilege  of  making  an  allotment  to  credit  unions,  and  a  great 
many  of  them  do,  we  find  83.6  of  those  people  are  buying  bonds 
whereas  only  74.9  percent  of  the  civilians  are  buying  bonds  and  the 
civilians  do  not  have  the  payroll  allotment  privilege,  you  see,  to 
credit  unions.  So  in  an  agency  where  jmu  have  the  directly  comparable 
groups — ^one  which  may  make  an  allotment  to  a  credit  union  and  one 
which  may  not,  the  ones  which  may  make  the  allotment  are  buying 
bonds  or  at  least  their  participation  is  significantly  higher  than  those 
who  may  not. 

Mrs.  Sullivan.  But  why  the  drive  to  let  them  have  a  pa3rroll 
deduction  instead  of  coming  in  to  make  their  payment? 

Mr.  Morgan.  This  is  simply  to  provide  the  Federal  employee  the 
same  privilege  that  his  mihtary  fellow  employee,  so  to  speak,  has,  and 
also  the  same  privilege  that  most  progressive  business  private  em¬ 
ployers  afford  their  employees.  The  credit  union,  of  course,  is  a  unique 
sort  of  employee  organization.  I  won’t  go  into  a  great  deal  of  detail 
there,  but  it  is  not  a  commercial  organization.  And  many  a  large 
corporation  considers  their  employee  credit  union  a  fringe  benefit. 

Mrs.  Sullivan.  It  would  be  a  convenience,  is  that  it? 

Mr.  Morgan.  It  would  be  a  convenience  and  woidd  stimidate 
savings  which  would  not  go  into  bonds,  but  other  savings,  which  would 
be  anti-inflationary. 

Mrs.  Sullivan.  Woidd  it  save  any  time  that  they  take  away  from 
their  jobs  during  the  day  in  order  to  visit  the  credit  union  office? 

Mr.  Morgan.  It  would  save  considerable  time.  It  would  be  a  great 
convenience  to  the  employee  in  that  he  woidd  not  have  to  visit  the 
credit  union  offi.ce,  it  woidd  similaily  be  a  great  convenience  in  the 
savings  of  time  and  m.oney  to  the  credit  union  so  that  it  coidd  render 
better  services,  could  do  more  financial  counseling,  for  example. 
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Mrs.  Sullivan.  Another  question,  then.  My  understanding  is  that 
H.R.  6157  woidd  allow  any  Federal  employee  who  is  a  member  of  the 
credit  union  the  right  to  have  payments  and  shares,  and  so  forth,  and 
the  credit  union  receives  the  allotment  and  will  reimburse  the  TJ.S. 
Government  for  the  costs  incurred  in  making  such  allotments.  One  of 
you  said  that  it  would  be  about  10  cents  per  employee,  is  that  it? 

ISIr.  Morgan.  Mr.  Smith  had  some  cost  estimates  in  his  testimony. 

Mr.  Smith.  Mrs.  Sullivan,  I  was  about  to  ask  the  chairman-^  I 
received  too  late  for  inclusion  in  my  statement  some  statistics  which 
the  Civil  Service  Commission  ran  off  on  costs  and  administrative 
expenses.  I  have  three  paragraphs  here  which  shed  quite  a  bit  of  light 
on  it  and  I  was  hoping  somewhere  along  the  line  that  I  coidd  read  it 
into  the  record. 

The  Chairman.  You  may  insert  it  m  the  record  at  this  point. 

Mrs.  Sullivan.  I  believe  the  chairip.iiii  said  you  could  insert  the 
full  report  into  the  record  at  a  later  time  and  just  give  me  a  resume  of 
what  makes  up  the  cost. 

(The  material  referred  to  follows:) 


Information  Furnished  by  St.^ff  of  Civil  Service  Commission 

1  Approximately  2  million  Federal  employees  are  paid  through  computerized 

payroll  systems.  An  additional  500,000  are  paid  using  punch  card  procedures  and 
about  300,000  under  Manual  procedures.  ■  c,j 

2  The  conservative  cost  of  an  allotment,  excluding  check  preparation  is  2p 
per  individual  per  pay  day.  This  assumes  no  change  for  an  entire  year,  and  does 
not  cover  one-time  costs  to  initially  establish  the  new  allotment  m  agencjf  payiml 
systems.  The  2^  cost  is  for  automated  systems;  the  cost  increases  by  about  50 /o 

for  manual  systems.  .  ,  ,  .  .  ,  j.  .  • 

3  Establishment  cf  an  allotment  for  credit  unions  would  cost  at  least  twice  as 
much,  depending  upon  extent  of  change.  Changing  an  allotment  is  ppensive;  for 
example,  iust  to  prepare  a  punch  card  for  the  change  costs  /p.  Assuming  two 
changes  a  year,  the  direct  cost  would  be  about  5^  for  automated  systems,  plus  one 
time  costs  to  program  the  computers  for  the  new  system.  A  minimum  total  cost 

would  be  per  individual  per  payday.  ,  •  >  n 

4.  Under  the  Senate  version,  costs  would  be  significantly  higher.  Costs  Mould 
be  incurred  in  establishing  the  Administrative  Alechanism  with  the  individuals 
and  the  financial  institutions,  in  preparing  instructions,  m  programming  com¬ 
puters  and  in  maintaining  the  changes  that  would  have  to  be  processed.  We 
estimate  that  the  costs  vmuld  be  somev'here  between  10  and  20j‘  per  individual 
per  pay  period  for  instituting  the  Senate  bill  procedures.  This  does  not  include 
check  preparation  and  mailing  which  would  add  at  least  another  8^  per  chec 

5.  The  administrative  costs  under  the  House  bill  could  total  ..  to  5  million 

dollars  each  year.  The  administrative  costs  under  the  Senate  bill  could  total  lU  to 
20  million  dollars  each  year.  Whether  the  full  costs  can  be  recovered  through 
charges  to  financial  institutions  is  uncertain.  .  ,  ,  „  j  i  • 

6.  There  are  no  benefits  to  the  agencies  to  be  gained  from  the  proposed  legis¬ 
lation  Therefore  the  administrative  burdens  to  be  undertaken  will  not  be  oflset 
bv  benefits  to  the  agencies.  Even  though  reimbursement  is  made,  agencies  will 
still  have  problems  in  obtaining  the  resources  to  comply  M'ith  the  proposed  legis¬ 
lation.  These  resources  (particularly  computer  programmers)  are  m  short  supply. 

7.  Administration  of  the  legislation  is  complex.  It  involves  obtaining  statements 
from  individuals  on  allotments,  entering  into  agreements  with  financial  institu¬ 
tions,  accounting  for  allotments  and  reimbursements,  setting  up  mechamsnis  for 
check  consolidations  where  appropriate,  and  keeping  track  of  charges,  .-‘.“sse 
allotments  are  much  more  complex  than  those  for  union  dues  and  charitable 
contributions  because  of  their  varying  in  nature  and  because  of  the  large  number 
of  financial  institutions  agencies  must  deal  with. 

Mr  Smith  We  have  this  basic  charge  now  which  is  4,  5  years  old, 
of  2  cents  per  allotment.  That  is  what  we  charge  on  union  dues  and 
the  Combined  Federal  Campaign. 
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This  is  for  automated  systems  to  begin  with.  All  the  Federal  payroll 
is  not  automated.  Approximately  one-third  is  not  automated  and  the 
cost  is  50  percent  higher  for  manual  systems. 

Then,  they  estimate  that  establishment  of  allotments  for  credit 
unions,  the  basic  cost  would  be  at  least  twice  as  much,  depending  on 
the  extent  of  the  changes  that  would  be  made  in  it — frequent  changes 
can  be  made  in  the  amount  of  savings  and  you  don’t  get  that  in  union 
dues  or  in  the  Federal  campaign. 

Mrs.  Sullivan.  Instead  of  going  into  detail — because  you  are  going 
to  put  it  in  the  record — how  would  the  credit  union  have  to  pay  this 
back?  Would  they  charge  per  person,  then? 

Mr.  Smith.  Yes. 

Mrs.  Sullivan.  In  order  to  reimburse  the  agency  which  was  mak¬ 
ing  the  deductions. 

Mr.  Smith.  Yes.  Really,  it  covers — to  cover  costs  they  would  have 
to,  whenever  there  were  changes  there  woidd  have  to  be  a  billing.  It 
gets  into  a  complicated  administrative  problem  to  keep  track  because 
you  cannot  anticipate  in  advance  how  many  changes  there  will  be. 

So  in  order  to  cover  the  real  costs — they  wind  up  here  with  a  basic 
•cost  of  at  least  7  cents  per  allotment  plus  charges  for  changes,  plus 
•costs  of  the  initial  setting  up.  They  come  to  a  total  estimate  that  ad¬ 
ministrative  costs  under  H.R.  6157  would  be  somewhere  in  the  range  of 
$2  million  to  $5  million  to  the  Federal  Government  and  under  S. 
1084,  which  would  be  an  administrative  horror,  the  administrative 
costs  are  estimated  to  be  somewhere  between  $10  million  a  year  and 
$20  million  a  year. 

!Mrs.  Sullivan.  Can  you  tell  me  on  the  deductions  from  the  military 
group,  are  the  credit  unions  repaying  the  agency  now  for  these  deduc¬ 
tions? 

Mr.  Sokol.  I  do  not  believe  so. 

Mr.  Smith.  I  don’t  really  know.  But  I  would  be  glad  to  get  that  in¬ 
formation. 

Mrs.  Sullivan.  I  think  we  ought  to  know  what  they  are  paying — ■ 
what  it  is  averaging  per  person  in  the  military  and  in  the  Department 
to  which  it  is  charged. 

Mr.  Smith.  I  shall  be  glad  to  try  to  get  that  information  for  you. 

(The  information  referred  to  follows:) 

No  allotments  of  pay  for  military  personnel  are  subject  to  reimbursement  of 
the  Government’s  operating  costs  by  financial  institutions.  The  military  allotment 
of  pay  system  has  been  in  operation  for  over  75  years  in  the  mutual  interest  of  the 
Government  and  its  military  personnel.  It  is  noteworthy  that  similar  arrange¬ 
ments  apply  also  to  civilian  employees  assigned  to  posts  where  they  do  not  have 
ready  access  to  financial  institutions,  including  posts  overseas.  This  is  on  the  same 
basis  of  mutual  interest  of  the  Government  and  its  employees. 

]Mr.  Stanton.  Will  the  lady  yield? 

Mrs.  Sullivan.  Yes. 

Mr.  Stanton.  Does  this  report  show  that  in  any  way  deductions 
for  savings  bonds  are  not  sufficient?  This  report  that  you  have  there? 
Is  the  amount  you  charge - 

Mr.  Smith.  We  do  not  make  any  charge. 

The  Chairman.  Mr.  Widnall. 

Ylr.  Widnall.  I  thank  you,  Mr.  Chairman. 

Mr.  Smith,  we  certainly  welcome  you  and  all  the  others  before  the 
committee  today.  I  appreciate  your  testimony. 
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I  must  say  you  made  a  very  strong  statement  and  pointed  up  som  e 
,  things  that  are  extremely  important  to  the  Treasury  and  also  in  our 
consideration  of  the  bill. 

,  I  would  like  to  know  this  and  I  do  not  think  we  ever  see  the  figures. 

1,  There  are  a  tremendous  number  of  payroll  deductions  throughout 

I  the  United  States  for  savings  bonds  through  what  you  call  voluntary 
payroll  allotment.  Are  there  any  figures  as  to  how  long  those  bonds  are 
f  held  after  the  voluntary  payroll  deduction? 

I  Mr.  Smith.  Yes,  there  are.  I  would  like  to  ask  Mr.  Johnson — do 
»  you  have  that  schedule  with  you? 

Mr.  Johnson.  The  average  series  E  bond  is  held  for  seven  and  a 
half  years. 

Mr.  WiDNALL.  How  many  are  cashed  in  within  what  year,  what 
' .  percent? 

I  Mr.  Smith.  We  have  a  table  which  I  will  submit  for  the  record,  but 
I  my  recollection  is  that  in  the  first  year — after  the  first  year  it  is  a 
^  j  pretty  high  percentage  in  that  fii-st  year — something  like  46  percent 
I  or  something  like  that,  but  do  not  hold  me  to  it.  After  you  get  over  the 
khump  of  that  first  year  the  rate  reduces  quite  significantly. 

L  /  Mr.  WiDNALL.  Almost  half  have  cashed  in  within  the  first  year? 
!  Mr.  Smith.  I  know  it  is  a  high  percentage,  but  whether  it  is  36  or 
46, 1  am  not  sure.  This  is  just  from  memory,  but  I  will  be  happ}^  to  get 
I  it  and  submit  a  table  showing  the  percentage  that  are  cashed  in  each 
!  year  during  the  fife  of  the  bonds. 

,  (The  information  referred  to  follows:) 


PERCENT  OF  SERIES  E  SAVINGS  BONDS  SOLD  IN  EACH  YEAR  REDEEMED  THROUGH  EACH  YEARLY  PERIOD 

THEREAFTER 


Year 

of 

issue 

Redeemed  by  end  of-— 

1  year 

2  years 

3  years 

4  years 

5  years 

6  years 

7  years 

8  years 

9  years 

10  years 

1956 

32 

43 

49 

54 

57 

60 

62 

64 

66 

70 

1957 

33 

43 

49 

54 

57 

60 

63 

65 

67 

1958 

32 

43 

48 

53 

56 

59 

61 

64 

1959 

35 

44 

50 

54 

57 

60 

63 

1960 

34 

44 

49 

53 

56 

59 

1961 

33 

42 

47 

52 

55 

1962 

34 

43 

48 

52 

1963 

33 

41 

46 

1964 

34 

43 

1965 

36 

mote:  The  percentages  shown  in  this  table  are  proportions  of  the  value  of  the  bonds  sold  in  any  calendar  year  which  are 
‘‘  I  redeemed  before  July  1,  of  the  next  year,  and  before  July  1  of  succeeding  calendar  year  calculated  at  original  maturity 
value. 


'  Mr.  WiDNALL.  Voluntary  subscriptions  make  me  think  of  the  general 
or  colonel  soliciting  subscriptions  to  bonds  through  allotment  of  pay, 
I  stating:  “You  want  a  promotion,  don’t  you?”  at  the  time  the  solicita- 
jtion  is  made.  It  makes  me  think  also  of  the  time  I  flew  to  Nevada 
iwith  a  congressional  delegation  to  witness  the  firing  of  the  first  atomic 
jshell.  I  said  to  the  gun  crew:  “You  are  aU  volunteers,  aren’t  you?” 

I  One  answered  immediately:  “They  call  it  that.” 
j  Well,  I  think  you  have  a  very  definite  problem  that  deserves  and 
merits  the  attention  of  the  committee  and  I  for  one  appreciate  your 
bringing  it  to  our  attention  in  the  very  strong  statement  that  you 
have  made. 
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Mr.  Gannon,  j^ou  state  yon  have  serious  reservations  as  expressed 
in  your  statement  as  to  the  enactment,  at  this  time,  of  the  two  pro¬ 
posals  contained  in  section  1.  I  think  these  two  proposals  warrant  far 
more  consideration  than  just  a  casual  hearing  at  this  time  and  more 
opportunity  for  credit  unions  themselves  to  think  it  all  through.  I 
believe  it  would  be  very  wise  to  take  some  more  time  on  this. 

The  Chairman.  Mr.  St  Germain? 

Mr.  St  Germain.  Thank  you,  Mr.  Chairman. 

Mr.  Widnall  brought  out  a  point  when  he  asked  about  the  savings 
bonds  that  were  cashed  in  within  a  period  of  1  year.  I  am  wondering 
if  it  is  not  costing  us  money,  as  you  say,  it  is  so  expensive,  to  have 
these  deductions  out  of  the  payroll — are  you  not  losing  money  by 
haGng  people  buy  their  savings  bonds  in  the  military  by  means  of  the 
payroll  deductions? 

Mr.  Smith.  I  think  quite  clearly  not.  To  begin  ivith,  of  course,  the 
savings  bond  is  one  of  the  simjilest  forms  of  deduction  and  allotment. 
Of  course,  we  have — through  the  good  efforts  of  Mr.  Johnson  and  his 
cohorts  in  the  Savings  Bond  Division — we  have  quite  significantly 
increased  from  a  half  billion  to  a  billion  dollars  the  amount,  the  annual^ 
rate  now  of  savings  bonds  and  freedom  shares  purchased  by  Federal^ 
employees. 

1  might  ask  Mr.  Johnson  if  he  has  anything  he  wants  to  add  to  this. 

Mr.  Johnson.  No. 

Mr.  Smith.  We  certainly  think  it  is  well  worth  the  cost. 

!Mr.  St  Germain.  You  expressed  great  concern  over  the  fact  that  | 
if  the  F ederal  credit  unions  were  allowed  to  have  their  savings  deducted  ! 
under  the  payroll  deduction  plan,  that  there  would  be  a  tremendous 
variable.  How  about  things  on  variables  as  far  as  amounts  that  people  , 
are  investing  in  savings  bonds?  Do  they  not  vary  also?  You  are  going 
to  vary  from  month  to  month.  Does  not  this  same  thing  vary  with 
respect  to  savings  bonds? 

Mr.  Smith.  Yes.  There  are  variations  and  changes  in  savings  bond 
allotments.  But  this  is  a  basic  form  of  savings  where  I  don’t  think 
there  are  anywhere  near  as  frequent  changes.  There  are  more  varia¬ 
tions  in  what  1  might  consider  as  a  supplementary  form  of  savings.  ! 
A  man  buys  a  car  and  he  finances  it  and  he  says,  “Well,  I  want  to 
change  my  credit  union  deduction  for  the  next  6  months  while  I  am 
paying  off  on  this  car.” 

Mr.  St  Germain.  He  might  want  to  change  the  savings  bonJ| 
deduction  also,  because  he  is  spending  a  little  more  from  his  payroll' 
for  his  car  so  he  does  not  have  as  much.  It  is  logical. 

Mr.  Smith.  It  is  logical. 

Mr.  St  Germain.  A  man  can  afford  to  save  what  he  can  afford  to  i 
save  and  it  varies  with  what  his  expenditures  and  income  are. 

IVlr.  Smith.  Certainly  it  is  logical  except  that  I  think  the  savings- 
bond  allotment  is  more  basic  and  less  subject  to  change. 

I  know  in  the  case  of  my  own  savings  bond  allotment  it  has  been : 
the  same  for  over  3  years. 

Mr.  St  Germain.  You  are  with  the  Treasury,  are  you  not?  i 

Mr.  Smith.  But  the  amount  I  put  in  the  credit  union  varies.  I  have’ 
not  been  able  to  put  anything  in  the  credit  union  for  several  months  • 
now,  much  to  my  sorrow. 

Mr.  St  Germain.  Maybe  if  the  pay  bill  goes  through  you  can  > 
improve  that. 
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As  far  as  the  legislation  is  concerned,  you  express  in  your  testimony 
fear  about  the  amount  that  the  credit  unions  will  have  to  pay  in  return 
for  this  service.  You  realize,  of  course,  that  the  legislation  makes  it 
very  clear  that  if  this  were  to  pass  they  would  have  to  bear  the  cost. 
Mr.  Smith.  Yes,  indeed. 

Mr.  St  Germain.  Wlien  you  come  down  to  it,  that  is  not  much  of 
an  argument. 

Mr.  Smith.  Well,  I  just  make  this  comment,  that  up  until  now,  the 
history  has  been  to  charge  direct  administrative  costs  which  are 
something  quite  different  from  the  total  overall  costs  on  cost  account¬ 
ing  principles  of  this.  So  I  really  think  that  like  those  that  we  have 
now,  there  will  probably  be  a  considerable  element  of  subsidy  in  terms 
of  what  would  be  charged  to  the  credit  unions. 

:  Mr.  St  Germain.  In  private  industry,  in  most  instances,  where  you 
[have  situations  where  credit  unions  have  the  privilege  with  the  em- 
iployer  of  having  the  savings  deducted,  this  is  a  fringe  benefit,  is  it 
I  not,  and  as  a  result  of  negotiations  between  the  union  and  manage- 
ijment? 

'  1  Mr.  Smith.  I  don’t  know  about  the  negotiations.  I  am  not  familiar 
i  Rvith  that,  but  I  would  consider  it  a  fringe  benefit, 
d  Mr.  St  Germain.  Here,  unfortunately,  the  Federal  employees  do 
I  not  have  these  privileges  of  negotiation  with  the  Federal  Government 
I :  and  do  not  ask  for  this  fringe  benefit.  So  perhaps  we  could  look  upon 
|it  as  a  fringe  benefit  that  is  provided  to  the  Federal  employees, 
j  I  have  nothing  further. 

The  Chairman.  I  wonder  if  we  could  agree  to  have  an  executive 
i session  at  11 :30  and  determine  what  we  will  do  ■with  any  part  of  these 
bills.  Will  that  be  satisfactory? 

Is  there  any  objection? 

:  Mr.  Brown.  Mr.  Chairman,  as  I  understand  it,  you  are  leaving  us 
;20  minutes  for  further  questions? 

I  The  Chairman.  That  is  right. 

!  Mr.  Brown.  With  six  members? 

1  The  Chairman.  I  am  not  using  my  time  and  you  have  3  minutes 
:  ieach. 

o  Air.  Brown.  I  am  sorry  there  is  no  quorum  present. 

I  The  Chairman.  We  will  have  one  by  11:30. 
i  Air.  Brown.  I  am  not  sure  it  is  adequate  time. 

I  The  Chairman.  If  it  is  not  w'e  will  postpone  it.  We  might  pass  out 
ipne  of  the  bUls. 

(1  All  right.  Notify  the  members  of  11:30. 

•  ;  Air.  Clawson? 

>  Air.  Claw^son.  I  will  be  as  brief  as  possible  with  the  few  questions 
I  that  I  have. 

Air.  Smith,  you  have  indicated  that  you  did  not  have  all  of  the  costs 
i  involved,  but  that  you  did  have  the  administrative  costs  in  connection 
(with  the  payroU  deduction.  Am  I  correct  in  that  understanding? 
i  Mr.  Smith.  Yes,  I  have  an  estimate  from  the  Civil  Service  Com- 
mission. 

•  Mr.  Clawson.  You  show  other  costs  involved  and  you  could  pro¬ 
vide  those  costs.  Do  you  think  you  could  wmrk  out  an  arrangement 
I'w  ith  the  credit  unions? 

j  I  understood  from  Air.  Alorgan  that  the  credit  unions  would  be 
‘.willing  to  underwMte  the  costs  of  the  payroll  deductions  as  they  are 
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made.  So  I  am  sure  that  this  could  be  worked  out  mutually  between 
you  if  you  could  develop  those  figures.  That  would  probably  help  this 
whole  procedure. 

Mr.  Smith.  I  would  hope  if  we  had  this,  we  would  work  it  out  to 
cover  the  full  cost. 

Mr.  Clawson.  Not  just  the  administrative  costs,  the  full  costs? 

Mr.  Smith.  Yes. 

Mr.  Clawson.  This  would  be  one  of  the  considerations,  Mr. 
Morgan,  that  would  be  worked  out  in  an  arrangement  with  the  agencies 
involved. 

Mr.  Morgan.  May  I  make  it  very  clear  here  that  credit  unions 
are  not  asking  for  any  subsidy  in  this  respect  at  all.  We  are  asking  for 
the  same  treatment  for  Federal  employee  credit  unions  as  most  private 
employers  now  afford  and  we  are  quite  willing  to  reimburse  the  full 
cost. 

Mr.  Clawson.  Thank  yon. 

Is  my  understanding  correct  that  where  you  provide  for  payroll 
deductions  for  both  the  savings  bonds  and  credit  unions  and  where 
you  have  participation  that  the  percentage  rate  is  actually  higher  ii^ 
both  instances  for  both  payroll  deductions  for  savings  bonds  and  crediU 
unions,  is  that  correct? 

Mr.  Smith.  The  Federal  Government,  as  far  as  the  civilians  are 
concerned,  does  not  permit  payroll  allotment- 


Mr.  Clawson.  I  am  speaking  now  of  the  military  where  you  do 
provide  it. 

Mr.  Smith.  What  is  your  question? 

Mr.  Clam^son.  What  is  the  ratio  or  percentage  between  the  bonds 
and  savings — just  what  proportions? 

Mr.  Smith.  The  figure  that  I  have,  based  on  a  study  made  by  the 
Savings  Bond  Division,  among  Government  civilians,  74  percent 
participation  m  the  bond  program  and  among  the  military  personnel, 
66  percent. 

Mr.  Clawson.  So  it  is  reduced  in  the  military? 

Mr.  Smith.  There  is  a  lower  participation  in  the  military  than 
overall.  As  I  understand  Mr.  Morgan,  he  gave  a  figure  showing  a  I 
very  high  military  participation  in  the  Department  of  Defense  and 
I  don’t  challenge  that.  I  don’t  have  any  basis  for  doing  so.  But  the 
figure  that  I  am  giving  is  overall. 

Mr.  Clawson.  Total.  And  Mr.  Alorgan  had  only  one  part  of  it - ^ 


Mr.  Smith.  That  is  right. 


Mr.  Clawson.  I  was  trying  to  reconcile  those  figures.  Perhaps 
that  is  the  reason. 

Mr.  Morgan,  one  question  in  connection  with  your  statement. 

You  indicated  that  the  majority  of  these  payroll  deductions  are 
not  used  for  debt  amortization  inirposes  but  for  the  shares.  In  the 
turnover  of  the  shares  do  you  have  any  statistics  to  show  how  many 
might  be  cashed  in  or  converted  into  cash  and  what  period  they  are 
held  before  this  is  done  in  connection  -with  any  debt  amortization? 

Mr.  Morgan.  We  don’t  have  any  specific  statistics,  sir,  but  I  can 
tell  you  from  my  experience  in  credit  unions  that  shares  simply  do 
not  turn  over.  I  ’woidd  say  that  the  turnover  is  much  less  in  credit 
union  shares  that  it  would  be  in  savings  bonds. 

In  that  connection,  in  connection  with  the  bonds,  according  to  a 
recent  article  in  the  Washington  Post,  during  a  6-month  period  there 
were  $392  million  worth  of  bonds  sold  and  $397  million  turned  in. 
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I  don’t  kno\v  how  long  the  $397  million  had  been  held,  hut  our  experi¬ 
ence  in  credit  unions  is  that  a  member  who  makes  the  payroll  allot¬ 
ment  for  saWngs  leaves  his  savings  and  then  in  emergency  if  he  needs 
money  for  something  he  still  does  not  withdraw  it,  his  sa\’ings.  He 
merely  borrows  against  them  and  repays. 

^'^r.  Clawson.  You  have  not,  however,  developed  statistics  on 
this? 

Mr.  Morgan.  No,  we  have  not,  but  it  would  be  very  low — the 
turnover  would  be  very  low  because  of  insurance  benefits,  the  bene¬ 
fits,  and  the  credit  union  discourages,  and  as  a  practical  matter  it  is 
not  in  the  members’  best  interests  to  withdraw  the  savings. 

Mr.  Clawson.  Thank  you  very  much. 

I  have  no  further  questions. 

The  Chairman.  I  wonder  if  all  members  want  to  ask  questions. 
Those  that  desire  to  ask  questions  hold  up  their  hands. 

(Whereupon  there  was  a  show  of  hands.) 

The  Chairman.  We  will  limit  that  to  about  2  to  3  minutes. 

Mr.  Gonzalez. 

Mr.  Gonzalez.  The  only  question  that  I  have  is  with  reference  to 
the  voluntary  payroll  allotment.  In  essence,  how  would  that  work? 

Mr.  Smith.  I  or  credit  unions? 

Mr.  Gonzalez.  Wliat  would  be  the  mechanics? 

Mr.  Smith.  For  credit  unions? 

Mr.  Gonzalez.  Yes. 

Mr.  Smith.  I  vull  ask  Mr.  Sokol  to  supplement  me. 

The  Chairman.  Let  Mr.  Morgan  answer  that.  He  has  had  personal 
experience. 

Mr.  Morgan.  It  would  work  by  the  employee  making  a  written 
request  to  his  pay  office,  to  the  appropriate  Government  office  for  the 
deduction  of  a  certain  amount  from  each  pay  check  for  transmittal  to 
the  credit  union.  Then  the  pay  office  would  transmit  a  single  check, 
perhaps,  vdth  a  list  of  the  employees,  the  amounts  for  credit  to  each 
employee’s  account.  It  is  a  very  simple  procedure.  It  could  be  the  same 
procedure  or  similar  to  that  used  by  the  private  em])loyers,  which 
certainly  is  not  burdensome  on  them. 

Mr.  Gonzalez.  Suppose  he  changed  his  mind  a  month  later?  What 
would  he  do? 

Mr.  Morgan.  Simply  file  another  wTitten  notice.  In  that  connec¬ 
tion,  however,  on  the  basis  of  my  personal  experience,  these  allot¬ 
ments  simply  do  not  change.  With  all  due  respect  to  Mr.  Smith  I  do 
not  believe  that  the  typical  enqiloyee  VTuild  be  any  more  likely  to 
change  the  amount  of  his  credit  union  allotment  than  he  would  be  of 
his  bond  deduction. 

Mr.  Gonzalez.  I  notice  that  you  make  provision  for  reimburse¬ 
ment  for  any  cost  to  the  Government  in  this  program.  Generally, 
what  does  this  cost  represent? 

Mr.  Morgan.  I  believe  that  Mr.  Smith  could  answer  that  better 
than  I.  I  would  simply  comment,  again,  that  we  are  not  asking  for 
any  subsidy  in  this  regard  and  we  are  quite  willing  to  pay  any  cost 
that  this  would  entail. 

The  Chairman.  They  anticipate  it  will  cost  about  2  cents  but  it  is 
possible  it  will  go  up  to  10  cents. 

Mr.  Smith  said  the  credit  unions  will  pay  the  cost. 

Mr.  Gonzalez.  This  question  is  repetitious. 
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Mr.  Smith.  Supplementing  what  Mr.  Morgan  said,  the  first  part 
that  he  described  is  correct.  I  do  not  know  whether  it  will  be  monthly 
or  quarterly,  but  the  payroll  office  or  somebody  would  have  to  bill  the 
credit  union  and  they  would  have  to  analyze  the  number  of  changes 
during  the  period  and  the  cost  thereof,  and  each  time  they  received 
notification  of  a  change  they  would  have  to  reprogram  the  payroll 
allotments  for  whatever  number  of  employees  there  were. 

As  I  said,  something  like  two-thirds  of  the  payroll,  the  Federal 
payroll,  is  computerized  so  programers  have  to  periodically — they  have 
to  do  it  every  payday  to  reprogram  for  changes,  you  see. 

Mr.  Gonzalez.  Thank  you. 

The  Chairman.  Mr.  Johnson? 

Mr.  Johnson.  Mr.  Chairman,  I  think  these  gentlemen  have  made 
a  very  fine  presentation  here,  but  I  think  the  real  sleeper  in  these  bills 
is  the  removal  of  the  ceiling  whereby  a  loan  officer  can  loan  more  than 
$750  unsecured. 

Now,  I  notice  in  the  example  at  the  Olmstead  Air  Force  Base,  this 
credit  union  had  assets  of  $4,854,874  and  $4,799,377  in  loans  out¬ 
standing,  indicating  no  absence  of  demand  for  loans.  My  first  question^ 
is.  What  is  the  present  maximum  that  anybody  can  loan  from  a  credit® 
union?  Which  one  of  you  gentlemen  would  like  to  answer  that? 

The  Chairman.  Mr.  Gannon,  probably. 

Mr.  Gannon.  The  Federal  Credit  Union  Act  imposes  a  limit  of 
10  percent  of  the  unimpah-ed  capital  as  a  maxnnum  loan  that  may  be 
made  to  any  individual  member.  However,  the  law  also  permits  the 
board  of  directors  to  set  a  maximum  loan  that  may  be  made,  both 
secured  and  unsecured. 

Under  this  proposal,  sir,  I  think  that  you  would  find  that  the  loan 
officer  would  be  operating  within  the  criteria  established  by  the  board 
and  by  the  credit  committee. 

Mr.  Johnson.  Supposing  I  had  a  $5,000  deposit  in  the  credit  j 
union,  how  much  could  I  borrow  from  the  credit  union?  1 

Mr.  Gannon.  If  the  credit  union  had  unimpaired  capital  of  $50,000  ' 

or  more,  up  to  $5,000,  because  your  loan  would  be  fuUy  seciu’ed  by 
shares.  Under  the  present  law  the  loan  offi(‘.er  coidd  approve  that,  j 

Mr.  Johnson.  What  is  then  an  unsecured  loan  within  the  meaning  j 
of  the  credit  union  law?  ! 

Mr.  Gannon.  An  unsecui-ed  loan  would  be  one  which  is  just  a  sig-  \ 
nature  loan.  If  you  had  $5  in  yom-  share  account  and  you  wanted  to  A 
borrow  you  would  be  limited  to  $750  under  the  present  law.  ® 

Mr.  Johnson.  If  we  remove  this  ceiling,  the  loan  officer  could  loan  ' 
you  $2,000  if  he  wanted  to? 

Mr.  Gannon.  But  he  would  have  to  require  that  the  loan  be  seemed 
over  $750.  It  doesn’t  change  the  unsecured  loan  limit,  sir.  It  just 
changes  the  authority  to  approve  loans.  i 

We  anticipate  that  probably  the  credit  committee  will  indicate  that  ' 
he  might  approve  a  loan  on  an  automobile  to  the  extent  of  60  per-  ' 
cent  of  the  retail  value  for  a  period  not  to  exceed  36  months.  It  is  i 
that  type  of  criterion.  : 

Mr.  Johnson.  Do  you  think  removing  this  restraint  on  the  loan¬ 
ing  power  of  the  loan  officer,  that  it  will  be  a  good  thing  for  credit 
unions?  Will  it  result  in  excess  loans,  and  will  it  mean  a  loan  portfolio  ' 
not  as  good  as  the  credit  unions  have  today? 

Mr.  Gannon.  First  of  all,  I  don’t  regard  that  this  change  will  ! 
increase  the  loan  activity  in  credit  unions.  It  will  ease  the  burden  now  ^ 
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placed  on  the  members  of  the  credit  committee  who  must  meet  on 
every  loan  except  those  now  authorized.  These  people  as  you  know 
have  a  full-time  job.  This  is  something  in  addition  to  their  regular 
work.  I  do  not  believe  that  there  will  be  any  deterioration  in  the  loan 
portfolio. 

The  Chairman.  Mr.  Minish? 

Mr.  Minish.  Mr.  Smith,  I  see  that  you  oppose  this  legislation  and 
then  on  page  6  you  say  a  Federal  employee  today  can  have  his  net 
salary,  after  all  payi’oll  deductions,  paid  directly  to  a  financial  or¬ 
ganization  of  his  choice  for  credit  to  an  account  of  his  choice. 

Mr.  Smith.  Yes. 

Mr.  Minish.  Why  could  you  not  do  that  with  the  credit  union? 

Mr.  Smith.  I  think  you  could.  But  I  don’t  think  very  many  em¬ 
ployees  are  going  to  have  their  whole  paycheck  transferred  to  the 
credit  union. 

Mr.  Minish.  I  am  not  sa3ring  that  they  would  have  their  full  check. 
But  as  long  as  you  have  a  practice  of  doing  it,  why  couldn’t  an  em¬ 
ployee  have  part  of  his  salary  transferred  to  a  credit  union? 
k  Mr.  Smith.  He  could. 

y  Mr.  Minish.  You  do  it  in  the  case  of  other  financial  institutions. 

Mr.  Smith.  Under  the  present  authorization,  he  either  takes  his 
paycheck  or  he  has  the  whole  amount  transferred  to  a  financial  insti¬ 
tution  which  could  be  a  credit  union,  but  he  couldn’t  have  a  portion 
of  it  transferred  to  the  credit  union.  It  has  to  be  aU  or  nothing.  This 
is  just  a  deposit  facility,  you  see. 

Mr.  Minish.  We  can  agree  that  you  could  transfer  part  of  his  check 
if  he  asked  to  have  it  done. 

Mr.  Smith.  It  can  physically  be  done.  It  can  be  mechanically  done. 

Mr.  Minish.  Is  that  not  all  that  this  legislation  asks  for? 

Mr.  Smith.  Yes. 

Mr.  Minish.  Mr.  Smith,  on  the  same  page,  you  testified  that  you 
were  concerned  there  would  be  demands  by  banks,  savings  and  loans 
institutions,  financial  institutions,  for  like  privileges.  Then  you  said 
it  could  be  an  extension  beyond  reasonable  limits. 

So  what  you  accomplished  here  is  getting  some  additional  requests. 
Maybe  that  is  what  you  want. 

Mr.  Smith.  With  respect  to  your  first  comment,  I  am  afraid  maybe 
you  are  right. 

|l  Mr.  Minish.  Mr.  Morgan,  what  is  wrong  with  the  savings  bond 
*  program?  I  think  it  is  a  good  program  and  one  we  shoidd  all  support. 

Mr.  Morgan.  Nothing,  su’.  I  intended  to  say,  and  overlooked  it, 
particularly  given  this  payroll  deduction  privilege,  we  would  be  very 
glad  to  encourage  credit  unions  to  sell  savings  bonds.  We  think  we 
could  help  Mr.  Smith  increase  his  sales.  Some  credit  unions  presently 
sell  savings  bonds. 

Mr.  Minish.  Thank  you.  That  is  all,  Mr.  Chairman. 

The  Chairman.  Mr.  Brown. 

Air.  Brown.  Thank  you,  Mr.  Chairman. 

I  would  like  to  ask  Mr.  Morgan  why  the  legislation,  as  proposed,  is 
limited  to  share  accounts  rather  than  iiayroll  deductions  for  borrow¬ 
ings? 

Air.  Morgan.  Simply  because  what  we  hope  to  accomplish  is 
increased  thrift,  increased  savings.  As  I  emphasized  previously,  this 
is  restricted  to  savings  for  the  purpose  of  encouraging  Federal  employee 
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credit  union  members  to  build  up  their  savings.  This  will  give  credit 
unions  more  capital,  you  see.  It  will  enable  us  to  do  a  better  job, 
literally  helping  the  Federal  agencies  to  stabilize  their  employees. 

All’.  Brown.  I  assume,  then,  from  the  standpoint  of  other  savings 
accounts  or  share  accounts,  that  you  feel  that  savings  and  loans, 
banks,  and  other  financial  institutions  have  as  much  of  a  justification  ’ 
for  asking  that  similar  payroll  deductions  be  made  for  contributions  : 
to  those  savings  accounts;  is  that  correct?  ! 

Air.  Morgan.  That  is  something  which  would  be  up  to  the  com-  | 
mittee,  Air.  Brown.  The  credit  union  is  not  a  commercial  institution,  j 
In  the  case  of  a  Federal  employees’  credit  union,  it  is  an  employees’  j 
organization.  It  is  a  unique  sort  of  organization.  i 

Air.  Brown.  From  the  legislation  I  have  seen  so  far,  it  seems  to  me  j 
they  are  trying  to  become  more  of  a  commercial  institution. 

I  assume.  Air.  Alorgan,  under  the  projiosal  of  H.K.  6157,  that  the  i 
cost  of  the  payroll  deduction,  of  administering  the  program,  wovdd  be 
reimbursed  to  the  Government,  and  that  such  charge  would  be  paid  ; 
by  the  credit  union,  rather  than  charged  against  individual  members’ 
accounts?  ^ 

Air.  AIorgan.  Paid  by  the  credit  union,  as  part  of  its  admmistra-w 
tive  cost. 

All’.  Brown.  A  charge  on  all  members,  in  effect? 

Air.  AIorgan.  But  all  members  would  have  the  privilege  of  making  ; 
allotments.  i 

Air.  Brown.  Air.  Gannon,  what  is  your  comment  on  a  proposal 
of  that  natiu’e? 

Air.  Gannon.  I  see  no  objection  to  it.  Air.  Brown.  As  Air.  Alorgan  ' 
indicated,  this  privilege  would  be  made  available  to  everybody,  and 
everybody  would  share  the  cost.  i 

Air.  AIorgan.  It  would.  Air.  Brown,  undoubtedly  result  in  an  overall 
reduction  in  overall  operating  costs  because  it  is  less  to  process  a 
deduction,  rather  than  to  take  it  from  the  employee  who  has  to  go  to 
the  office,  take  time  out,  and  that  would  be  reflected  to  the  benefits  of 
all  members,  irrespective  of  whether  all  members  avail  themselves  of  i 
the  privilege. 

Air.  Brown.  Air.  Gannon,  we  have  had  conversations,  of  course, 
about  the  question  of  group  credit  life  insurance,  as  it  applies  to  all 
members,  and  of  having  the  charge  spread  across  the  board  to  all 
members.  M 

We  have  also  talked  about  the  question  of  employment  disruption  * 
insurance,  which  would  be  available  through  an  optional  plan  and  there  i 
has  been  some  opposition  to  this  kind  of  proposal,  because  it  would 
aiiply  to  certain  members  and  not  all.  Are  we  not  getting  into  a  bit  of 
a  bind  here,  if  we  allow  certain  things  to  be  at  the  option  of  individual 
members,  and  other  things  not  to  be? 

Air.  Gannon.  No;  it  is  a  little  bit  difficult  to  say  yes  or  no  to  your 
question.  Air.  Brown,  because  of  the  implications  of  what  might  be 
involved,  but  I  don’t  think  the  two  are  related.  I  don’t  believe  the 
payroll  deduction  costs  would  be  adverse  to  the  interests  of  all  mem¬ 
bers,  as  they  might  be  if  they  were  involved  in  the  sale  of  insurance. 

Ah’.  Brown.  Is  it  not  a  benefit  to  the  credit  union,  to  all  the  mem¬ 
bers,  if  the  jjroblem  of  delinquencies,  defaults,  and  all  that — if  those 
matters  are  taken  care  of  by  employment  disruption  insurance? 

Air.  Gannon.  As  I  indicated  to  you,  if  the  credit  union  felt  that 
this  was  a  risk  that  they  wanted  to  guard  against,  they  are  at  liberty 
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to  buy  this  insurance  to  cover  all  their  loans.  But  this  is  quite  different 
from  the  credit  union  sellinp;  disruption  insurance  to  certain  members. 

Mr.  B  ROWN.  Mr.  Moro'an,  what  is  the  exi)erience  of  private  indus¬ 
try  in  the  area  of  payroll  deductions?  How  broad  is  its  application? 
Can  you  tell  me  that? 

Mr.  Morgan.  Its  application  is  rather  broad.  As  I  recall,  about 
two-thirds,  or  almost  two-thirds,  of  all  credit  unions  in  private 
industry  do  have  jjayroll  deduction  privileges. 

Mr.  Brown.  That  is  a  matter  that  is  negotiated  with  the  employ¬ 
ment  contract? 

Mr.  Morg.vn.  Not  necessarily.  Many  corporations  voluntarily 
furnish  it  from  the  very  beginning.  They  regard  the  credit  union  as  so 
beneficial  in  stabilizing  and  solving  the  financial  problems  of  their 
employees,  that  they  encourage  in  the  beginning  this  sort  of  thing. 
Many  times  they  furnish  technical  assistance,  and  so  on,  to  getting  it 
going,  including  the  payroll  deductions,  from  the  beginning. 

In  other  cases,  it  is  negotiated  later.  In  many  cases,  the  employer 
furnishes  the  deductions  at  no  charge  to  the  credit  union.  In  others,  a 
fcharge  is  made.  I  know  of  charges  ranging  all  the  way  from  2  or  3 
Tlents,  up  to  maybe  10  cents.  I  think  10  cents  is  the  highest  on  actual 
reimbursing — on  actual  reimbursable  basis.  It  is  a  very  happy  arrange¬ 
ment  for  the  credit  union,  employer,  and  employee. 

Mr.  Brown.  Thank  you. 

The  Chairman.  Mr.  Wylie  wanted  to  ask  a  question  and  so  did 
Mr.  Galifianakis.  If  you  will  make  it  brief,  we  can  do  something  about 
this  this  morning. 

Mr.  Wylie.  Mr.  Morgan,  could  this  additional  authority  result  in 
an  increase  of  the  unsecured  lending  power  of  these  credit  unions? 

Mr.  Morgan.  The  loan  officer  provision? 

Mr.  Wylie.  Yes. 

Mr.  Morgan.  No,  sir;  because  that  is  regulated  by  law.  That  is, 
the  unsecured  limit  is  a  matter  of  law,  and  which  is  very  efficiently 
enforced  by  Mr.  Gannon  and  his  staff,  I  can  assure  you. 

Mr.  Clawson.  Law,  or  regulation? 

Mr.  Morgan.  Law. 

Mr.  Wylie.  Could  it  possibly  increase  the  amount  of  money  which 
could  be  loaned  on  a  secured  basis? 

Mr.  Morgan.  No,  sir. 

^  Mr.  Wylie.  Here  is  the  point  that  I  am  making.  As  I  understood  it, 
loans  are  now  made  based  on  the  value  of  the  shares — secured  loans, 
that  is — a  person  owns  in  the  credit  union;  is  that  correct? 

Mr.  Morgan.  Well,  partially,  yes.  The  present  loan  officer  limit  is 
$750  above  what  the  member  has  in  shares.  So,  to  that  extent,  it  is 
based  on  the  shares.  But  the  credit  union  may  take,  certainly,  other 
security;  an  automobile,  for  example. 

Mr.  Wylie.  Could  it  be  increased  if  his  savings  are  increased?  Can 
a  member  assign  his  savings  account  to  secure  loans? 

Mr.  Morgan.  Yes. 

Mr.  Wylie.  Yes.  One  other  question.  H.R.  13489  provides  that 
Federal  credit  unions  may  invest  an  amount  not  exceeding  25  percent 
of  its  regular  reserve  in  incorporated  or  unincorporated  organizations 
controlled  by  credit  unions  or  credit  union  associations.  What  is  the 
nature  of  these  organizations? 
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Mr.  Morgan.  These  would  be  primarily  the  stabilization  programs 
of  the  various  State  leagues,  State  associations  of  credit  unions,  in  the 
CUNA  stabilization  program. 

However,  earlier,  you  may  recall  Mr.  Gannon  suggested  further 
study  of  this  particular  section,  and  we  are  quite  agreeable  to  that. 
We  think  it  is  something  very  important,  something  that  we  should  not 
approach  too  hastily.  But  these  would  be  credit  union  controlled 
organizations,  you  see. 

Mr.  Wylie.  Financial  institutions? 

Mr.  Morgan.  No,  sir.  They  would  be  either  incorporated  or  un¬ 
incorporated  instrumentalities  of  the  organized  credit  union  move¬ 
ment. 

Mr.  Wylie.  What  type? 

Mr.  Morgan.  CUNA  International  Stabilization,  Inc.,  for  example. 
This  is  an  international  stabilization  program,  an  incorporated 
program. 

Mr.  Wylie.  What  is  their  authority  or  purpose? 

Mr.  Morgan.  Its  purpose  is  to  stabilize,  assist  credit  unions  who 
are  in  financial  distress.  It  works  through  the  leagues.  _  M 

Mr.  Wylie.  Does  such  a  corporation  or  association  buy  stock  in  th^| 

credit  unions?  . 

Mr.  Morgan.  It  may  buy  notes,  may  make  interest-free  advances, 
for  example.  It  may  do,  literally,  anything  which,  in  its  opinion,  is 
necessary  to  stabilize  and  assist  the  financially  distressed  credit  union. 

The  Chairman.  Mr.  Galifianakis? 

Mr.  Galifianakis.  Thank  you  very  much,  Mr.  Chairman. 

If  the  authority  were  enacted  into  law  to  make  the  payroll  deduc¬ 
tions,  who  ascertains  the  cost  to  the  Government — the  Government? 

Mr.  Smith.  The  Civil  Service  Commission  presently  does,  and  I 
would  assume  would  do  it  if  it  were  enacted  into  law. 

Mr.  Galifianakis.  How  large  a  task  would  it  be  for  the  Civil 
Service  Commission  to  ascertain  the  cost  from  time  to  time? 

Mr.  Smith.  I  think  it  would  be  a  very  difficult  chore  because  costs, 
from  agency  to  agency,  woidd  vary,  for  one  thing. 

Mr.  "SoKOL.  In  the  existing  types  of  payroll  allotments,  that  are 
subject  to  reimbursement,  we  have  two  administered  by  the  CivU 
Service  Commission  for  the  Government,  the  union  dues  and  combined 
Federal  campaign.  The  effort  there  has  been  to  come  up  with  the  word, 
“reasonable.”  You  can  get  into  all  kinds  of  debates  in  the  subject  (||^| 
allocation  of  costs,  and  the  question  of  incremental  costs.  This  is  a® 
ever-ending  debate. 

So  the  word,  “reasonable,”  is  a  very  important  word.  The  Civil 
Service  Commission  makes  polls  of  all  of  the  agencies  to  deterrnine 
what  is  the  reasonable  reimbursible  cost  to  assess,  and  it  is  a  combina¬ 
tion  of  various  circumstances  and  various  procedures,  various  systems. 
In  determining  that  reimbursible  cost  on  a  reasonable  basis,  a  rule  of 
thumb  is  used.  For  example,  it  doesn’t  include  the  initial  costs  of 
implementation.  For  example,  the  issuance  of  regulations,  issuance  of 
instructions,  the  initial  cost  of  this  so-called  simple  thing  in  reprogram¬ 
ing  computer  systems — and  nothing  is  simple,  incidentally  , 

The  Chairman.  We  have  a  quorum  now,  and  we  have  agreed  to  pass  ■ 
on  this  at  1 1 :30. 
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If  it  is  satisfactory  with  the  members,  w^e  whl  ask  for  an  executive 
session. 

Thank  you  very  much. 

(Whereupon,  at  11:30  a.m.,  the  committee  proceeded  into  executive 
session.) 
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TUESDAY,  JULY  11,  1967 

U.S.  Senate, 

Committee  on  Banking  and  Currency, 
Subcommittee  on  Financial  Institutions, 

Washington^  D.C. 

The  subcommittee  met,  pursuant  to  call,  at  10 :02  a.m.,  in  room  5302, 
Xew  Senate  Office  Buildmg,  Senator  John  Sparkman,  chaii-man  of 
the  full  committee,  presiding. 

I  Present;  Senatoi-s  Sparkman,  Proxmire,  McIntyre,  McGee,  and 
Brooke. 

Senator  Sparkman.  Let  the  committee  come  to  order,  please. 

I  hope  we  may  have  other  Senators.  We  are  all  busy  with  various 
committees.  I  think  others  will  come,  but  I  think  we  had  better  get 
started. 

Today  the  Subcommittee  on  Financial  Institutions  is  holding  hear¬ 
ings  on  S.  1084  and  S.  1085.  S.  1084  provides  for  automatic  payroll 
deductions  for  credit  union  shares  for  Federal  employees.  S.  1085 
would  make  a  number  of  changes  in  the  Federal  Credit  Union  Act  to 
facilitate  present-day  operations. 

I  introduced  these  bills  on  February  27  and  look  forward  to  con¬ 
structive  hearings.  I  would  like  to  have  copies  of  the  bills  and  the 
agency  reports  inserted  in  the  record  at  this  point. 
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S.  1084 


IN  THE  SENATE  OE  THE  UNITED  STATES 

February  27,1967 

Mr.  Sparkman  (by  request)  introduced  the  following  bill ;  which  was  read 
twice  and  referred  to  the  Committee  on  Banking  and  Currency 


A  BILL 

To  permit  Eederal  employees  to  purcliase  shares  of  Eederal- 
’  or  State-chartered  credit  unions  through  Yoluntary  payroll 
'allotments  ■ 

'  -1  Be  it  enacted  by  the  Senate  and  House  of  Bepresenta- 

2  fives  of  the  United  States  of  America  in  Congress  assembled, 

3  That  section  25  of  the  Eederal  Credit  Union  Act  (12  U.S.C. 

4  .1770)  is  amended  (1)  by  inserting  “(a)”  immediately 

5  after  “Sec.  25”  and  (2)  by  adding  at  the  end  thereof  the 

6  following  new  subsection: 

7  (h)  Any  Eederal  employee  who  is  a  member  of  any 

8  credit  union  that  has  a  common  bond  consisting  of  Eederal 

9  employees  and  members  of  their  families  shall  have  the 
10  right  to  have  payment  on  shares  in  the  credit  union  made 


II 


CREDIT  UNION  BILLS 


3 


2 

1  by  allotment  from  his  salary  in  such  amount  and  at  such 

2  times  as  the  employee  may  from  time  to  time  request  in 

3  writing.  The  credit  union  shall  reimburse  the  U.S.  Gov- 

4  emment  for  the  reasonable  cost  of  making  such  allotment.” 

5  The  Comptroller  General  of  the  United  States  shall  issue 

6  regulations  to  implement  this  authority. 

7  ‘Tn  this  subsection,  Tederal  employee’  means  any  per- 

8  son  employed  by  any  department,  agency,  independent  estab- 

9  lishment,  board,  office,  commission,  or  other  establishment 

10  in  the  executive,  legislative,  or  judicial  branch  of  the  Gov- 

11  emment,  any  wholly  owned  or  controlled  Government 

12  corporation,  and  the  municipal  government  of  the  District 

13  of  Columbia.” 

U.S.  Civil  Service  Commission, 

Washington,  D.G.,  July  11, 1967. 

Hon.  John  J.  Sparkman, 

Chairman,  Committee  on  Banking  and  Currency, 

U.S.  Senate, 

Washington,  D.C. 

Dear  Mr.  Chairman':  Reference  is  made  tx>  S.  1084,  a  'bill  “To  permit  Federal 
employees  to  purchase  shares  of  Federal-  or  State-chartered  credit  unions 
through  voluntary  payroll  allotment.”  The  Commission  has  not  been  requested 
to  report  on  this  bill.  However,  because  of  the  Commission’s  interest  in  the  mat- 
|ters  covered  by  the  bill  it  believes  that  its  views  might  be  useful  to  you  in  your 
further  consideration  of  the  proposal. 

S.  1084  would  give  any  Federal  employee  who  is  a  member  of  any  credit  union 
that  has  a  common  bond  consisting  of  Federal  employees  and  members  of  their 
families  the  right  to  have  payment  on  shares  in  the  credit  union  made  by  allot¬ 
ment  from  his  salary  in  such  amount  and  at  such  times  as  the  employee  may  from 
time  to  time  request  in  writing. 

Sections  5525-27  of  title  5,  United  States  Code,  authorize  an  agency  head,  sub¬ 
ject  to  regulations  issued  by  the  President,  to  permit  employees  to  make  allot¬ 
ments  and  assignments  of  amounts  out  of  their  pay  for  such  purpose  as  the 
agency  head  considers  appropriate.  The  President’s  authority  to  issue  regulations 
was  delegated  to  the  Civil  Service  Commission  by  Executive  Order  10982.  Under 
the  Commission’s  regulations,  allotments  have  been  permitted  for  State  income 
taxes,  charitable  contributions,  and  union  dues.  At  the  discretion  of  the  head  of 
the  agency,  an  employee  serving  abroad  or  away  from  his  post  of  duty  may  make 
allotments  for  other  purposes,  including  savings.  Since  the  Commission  has  the 
authority  to  provide  by  regulation  for  payroll  deductions  for  the  purchase  of 
credit  union  shares,  it  appears  that  the  proposed  legislation  is  unnecessary. 

tVhen  5  U.S.C.  5525  was  enacted  (section  5  of  Public  Law  87-304,  approved 
September  26,  1961),  it  was  intended  that  all  allotments  and  assignments  pay 
would  be  authorized  and  coordinated  under  its  provisions  and  it  replaced  a 
number  of  separate  legislative  authorities.  S.  1084  would  again  provide  a  sepa¬ 
rate  authority  for  an  allotment  and  would  place  regulatory  authority  over  the 
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allotment  in  the  Comptroller  General  rather  than  the  President.  The  Com¬ 
mission  considers  this  approach  to  be  undesirable. 

Under  5  U.S'.C.  5525  the  granting  of  allotments  is  in  general  at  th'e  discretion 
of  the  head  of  the  agency.  Under  S.  1084,  however,  the  President,  the  Comptroller 
General,  and  the  head  of  the  agency  would  have  no  authority  not  to  permit 
payroll  allotments  by  Federal  employees  for  the  purpose  of  purchasing  credit 
union  shares.  This  lack  of  discretion  to  agency  heads  in  the  administration  of 
allotments  is  in  the  Commission’.s  opinion  undesirable. 

On  a  number  of  occasions,  the  Commission  has  reviewed  the  need  for  authority 
to  make  allotments  for  the  purchase  of  credit  union  shares.  In  1964,  the  Credit 
Union  National  Association  requested  the  Commission  to  amend  its  regulations 
to  permit  allotments  by  Federal  employees  to  purchase  shar'es  in  Federal  credit 
unions.  An  interagency  committee  was  established  to  study  the  proposal.  After 
carefully  considering  the  views  of  the  committee  as  well  as  tho.se  of  its  own  staff, 
the  Commission  advised  the  Association  that  “the  Commissioners  reviewed  the 
purposes  for  which  allotments  by  employees  in  the  United  States  are  now  per¬ 
mitted.  It  was  felt  that  to  pennit  allotments  by  Federal  employees  to  credit 
unions  w’ould  be  an  undue  extension  of  this  authority  into  areas  and  for  pur¬ 
poses  for  which  no  truly  valid  need  exists.  The  Commis.sion  has  adopted  a  con¬ 
servative  approach  on  the  u.se  of  this  authority  and,  in  the  absence  of  some 
rather  compelling  reasons,  is  unwilling  to  extend  its  use.”  The  Commission  re¬ 
affirmed  this  position  on  two  occasions  in  1966  in  connection  with  proposals  to 
provide  for  voluntary  payroll  deduc-tions  for  purchase  of  credit  union  shares. 

The  Commission  recommends  against  the  enactment  of  S.  1084  because  11) 
there  appears  to  be  no  compelling  reason  for  authority  for  allotments  to  pur¬ 
chase  credit  union  shares  by  employees  stationed  in  the  United  States,  (2)  legis¬ 
lation  is  not  needed  in  order  to  provide  such  authority,  and  (3)  the  way  in 
which  the  authority  would  be  provided  by  S.  1084  is  otherwise  undesirable  for 
the  reasons  given  above. 

The  Bureau  of  the  Budget  advises  that  from  the  standpoint  of  the  Adminis¬ 
tration’s  program  there  is  no  objection  to  the  submission  of  this  report. 

By  direction  of  the  Commission  : 

Sincerely  yours. 


L.  J.  Andolsek. 
Acting  Chairmen. 


Comptroller  General  of  the  United  States, 

Washington,  D.C.  July  5, 1967. 

Hon.  John  Sparkman, 

Chairman,  Committee  on  Banking  and  Currency, 

U.S.  Senate. 

Delab  Mr.  Chairman  ;  By  letter  of  May  31.  1967,  you  requested  our  comments 
on  S.  1084,  90th  Congress,  1st  session,  entitled :  “A  BILL  To  permit  Federal  em¬ 
ployees  to  purchase  shares  of  Federal-  or  State-chartered  credit  unions  through 
voluntary  payroll  allotment.” 

A  Federal  credit  union  is  a  cooperative  association  organized  in  accordance 
with  the  provisions  of  the  Federal  Credit  Union  Act  for  the  purpose  of  promot¬ 
ing  thrift  among  its  members  and  creating  a  source  of  credit  for  provident  or 
productive  purposes.  While  organized  under  Federal  law  and  subject  to  the  super¬ 
vision  of  the  Director  of  the  Bureau  of  Federal  Credit  Unions,  a  Federal  credit 
imion  is  nevertheless  in  its  relation  to  its  members  a  private  and  not  a  gov- 
ei-nmental  organization.  The  membership  of  a  Federal  credit  union  need  not  be 
composed  of  employees  of  the  Government  but  may  consist  of  any  group  having  a 
common  bond  of  occupation,  or  association,  or  a  group  within  a  well-defined  neigh¬ 
borhood,  community,  or  rural  di.strict.  The  fact  of  Federal  employee  membership 
is  not  deemed  sufficient  to  warrant  considering  a  Federal  credit  union  as  a  Fed¬ 
eral  agency  or  as  changing  the  private  nature  of  the  relationship  between  the  or¬ 
ganization.  and  its  members. 

The  expansion  of  the  already  numerous  payroll  deductions  to  include  payroll 
deductions  for  nongovernmental  purposes  is  a  step  that  should  not  be  taken  with¬ 
out  careful  consideration  of  the  following  factors. 

The  authorization  of  payroll  deductions  for  the  purchase  of  shares  of  Federal- 
or  State-chartered  credit  unions  would  be  providing  a  Federal  service  to  an  em¬ 
ployee  for  an  unofficial  matter,  namely,  the  deposit  of  personal  savings.  In  all 
likelihood,  .such  legislative  action  would  be  followed  by  requests  from  other 
groups  of  savings  institutions  such  as  the  building  and  loan  association  group 
and  the  banking  community,  and  from  insurance  companies,  for  .similar  authori¬ 
zation  for  payroll  deductions.  Such  an  expansion  would  likely  encourage  ad¬ 
ditional  requests  for  other  nongovernmental  and  purely  personal  purposes. 
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Although  S.  1084  provides  that  the  Government  shall  he  reimbursed  for  the  cost 
of  making  such  payroll  deductions,  the  expansion  of  payroll  deductions  and  the  re¬ 
lated  increase  in  the  number  of  recipients  of  the  deductions  would  unnecessarily 
add  to  the  administrative  complexity  of  an  already  complex  payroll  function  in 
the  Federal  Government.  It  could  very  well  be  that  with  the  passage  of  time 
there  would  be  pressures  brought  to  bear  to  eliminate  the  requirement  that  al¬ 
lottees  reimburse  the  Government  for  the  cost  of  making  the  deductions.  In 
such  event,  the  end  result  would  be  an  increase  in  the  cost  as  well  as  the  com¬ 
plexity  of  administering  the  Government  payrolls. 

If  the  bill  is  to  receive  favorable  consideration,  we  suggest  modification  of  lines 
5  and  6  on  page  2,  so  as  not  to  require  implementing  regulations  to  be  issued  by  the 
Comptroller  General.  We  suggest  language  similar  to  subsections  (b)  and  (c)  of 
section  6  of  Pub  L,  87-304,  75  Stat.  664.  concerning  the  promulgation  of  regula¬ 
tions.  Your  attention  is  also  directed  to  section  5  of  that  act  which  provides  that 
“The  head  of  each  department  is  authorized  to  establish  procedures  under  which 
each  empioyee  of  such  department  is  permitted  to  make  allotments  and  assign¬ 
ments  of  amounts  out  of  his  compensation  for  such  purpose  as  such  department 
head  deems  appropriate.” 

In  view  of  the  iwssible  proliferation  of  requests  for  authorizations  for  payroll 
deduction.s,  we  believe  that  the  authorization  of  payroll  deductions  for  non¬ 
governmental  purposes  is  not  desirable. 

Sincerely  yours. 


Frank  H.  Weitzet., 


Assistant  Comptroller  General  of  the  United  States. 


Dep.vbtment  of  Hbevlth,  Educ.ation,  and  Welfare, 

May  11,  1967. 

Hon.  John  Sparkman, 

Chairman,  Committee  on  BanTcing  and  Currency, 

U.8.  Senate,  Washington,  D.C. 


Dear  Mr.  Chajrman  :  This  letter  is  in  response  to  your  request  of  February 
28,  1967,  for  a  report  on  S.  1084,  a  bill  “To  permit  Federal  employees  to  purchase 
shares  of  Federal-or  State-chartered  credit  unions  through  voluntary  payroll 
allotment.” 

The  bill  authorizes  payroll  deductions  for  the  purchase  of  shares  of  a  credit 
union,  organized  under  State  law  or  a  Federal  credit  union  with  a  common 
bond  composed  of  Federal  employees  and  members  of  their  families.  The  credit 
imion  would  reimburse  the  U.S.  Goveniment  for  the  reasonable  co.st  of  making 
such  allotments.  Allotments  would  be  made  only  upon  the  basis  of  a  written 
request  by  the  employee. 

This  bill  is  designed  to  contribute  to  the  basic  objectives  of  the  Federal 
Credit  Union  Act.  It  is  intended  to  aid  in  promoting  thrift  among  the  Federal 
employees  who  are  members  of  credit  unions  and  in  facilitating  the  accumula¬ 
tion  of  a  fund  for  making  loans  to  such  members  for  useful  purposes  at 
reasonable  interest  rates.  It  is  thus  directed  toward  helping  the  members 
achieve  a  greater  degree  of  financial  stability. 

Enactment  of  this  bill  is  unnecessary.  Authority  now  contained  in  5  U.S.C. 
5525  authorizes  agency  heads  to  permit  employees  to  make  allotments  out  of 
their  pay  for  appropriate  purposes.  However,  the  regulations  issued  by  the 
Civil  Service  Commission  to  implement  this  provision  do  not  allow  deductions 
from  Federal  salaries  for  the  purchase  of  shares  of  credit  unions.  The  Com¬ 
mission  believes  that  there  is  no  need  for  an  allotment  procedure  because 
employees  may  conduct  business  with  a  credit  union  with  relative  ease  and 
convenience  since  credit  unions  frequently  either  are  in,  or  are  provided  with 
facilities  in,  the  same  building  in  which  their  members  work. 

^Moreover,  we  understand  that  the  Treasury  Department  feels  that  adequate 
efforts  are  being  made  by  the  Federal  Government  to  encourage  emplo.vees 
to  develop  the  habit  of  saving  a  portion  of  their  earnings  through  the  voluntary 
payroll  savings  program  to  purchase  Series  E  savings  bonds. 

We  would  therefore  recommend  that  the  bill  not  be  enacted. 

We  are  advised  by  the  Bureau  of  the  Budget  that  there  is  no  objection  to 
the  presentation  of  this  report  from  the  standpoint  of  the  Administration’s 


program. 

Sincerely, 


/S/  Wilbur  J.  Cohen, 

Under  Secretary, 
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<)0th  congress  ri  /\  o  H 

teSESSIOH  lUoO 


IN  THE  SENATE  OF  THE  UNITED  STATES 

February  27,1967 

Mr.  Sparkman  (by  request)  introduced  the  following  bill;  which  was  read 
twice  and  referred  to  the  Committee  on  Banking  and  Currency 


To  amend  the  Federal  Credit  Union  Act  to  modemi^e  the  loan, 
investment,  dividend,  and  reserve  provisions;  ito  require  the 
establishment  of  an  education  committee;  and  for  other 
pui'poses. 

1  Be  it  enacted  by  the  Senate  and  House  of  Bepresenta- 

2  tives  of  the  United  States  of  America  in  Congress  assembled, 

3  That  subsection  (7)  of  section  8  of  the  Federal  Credit  Union 

4  Act  (12  U.S.C.  1757)  is  amended  (1)  by  striking  out  the 

5  word  “or”  before  the  letter  “(F)”  and  by  adding  at  the 

6  end  thereof  the  following: 

7  “or  (G)  in  an  aggregate  amount  not  exceeding  25  per 

8  centum  of  its  regular  reserve  in  any  one  or  more  incor- 

9  porated  or  unincoi-porated  organizations  which  are  con- 
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trolled  by  credit  unions  or  credit  union  associations  and 
which  use  funds  so  invested  for  purposes  of  estahhshing 
and  maintaining  the  liquidity,  solvency  and  security  of 
credit  unions.”; 

and  (2)  by  striking  out  the  word  ‘'and”  after  the  semicolon 
in  subsection  (12)  and  by  adding  the  following: 

“(13)  to  purchase  from  liquidating  credit  miions 
notes,  of  any  individual  members  of  such  liquidating' 
credit  unions  at  such  figure  as  may  be  established  by 
the  board  of  directors  of  both  the  liquidating  and  the 
purchasing  credit  unions;” 

and  (3)  by  renumbering  the  present  subsection  (13)  as 
subsection  (14).., 

Sec.  3.  Section  12  of  the  Federal  Credit  Union  Act  (12 
U.S.O.  1761)  is  amended  (1)  by  inserting  the  following 
new  sentence  after  the  first  sentence  thereof:  “In  addition, 
there  shall  be  an  education  committee  consisting  of  not  less 
than  three  members,  to  be  appointed  by  the  boai’d.”;  and 
(2)  hy  inserting  in  the  second  sentence  after  the  words 
“supervisoiy  committee”  the  words  “or  the  education  com¬ 
mittee”;  and  (3)  hy  striking  from  the  last'  sentence  the 
words  “either  such”  and  inserting  in  lieu  thereof  the  word 
“any”. 

Sec.  4.  Section  15  of  the  Federal  Credit  Union  Act 
(12  U.S.C.  1761c)  is  amended  by  striking  out  the  words 


8 


CREDIT  UNION  BILLS 


3 

1  “up  to  the  unsecured  limit,  or  in  excess  of  such  limit  if 

2  such  excess  is  fully  secured  hy  unpledged  shares”. 

3  Sec.  5.  Section  16  of  the  Federal  Credit  Union  Act 

4  (12  U.S.O.  1761d)  is  amended  by  inserting  “a”  imme- 

5  diately  after  the  number  “16”,  and  by  adding  at  the  end 

6  thereof  the  following  new  section : 

7  “16b.  Education  Co:mmittee. — The  education  com- 

8  mittee  shall  meet  at  least  once  a  month  and  shall,  at  least 
2  quarterly,  make  or  cause  to  be  made  a  report  on  its  activities 

10  to  the  board  of  directors.  The  committee  shall  plan  and, 

11  with  the  approval  of  the  board,  carry  out  programs  to  inform 

12  members  and  potential  members  of  the  objectives,  proce- 
18  dures,  and  seiwices  of  the  credit  imion  and  to  encourage 
11=  maximimi  participation  by  members  in  all  activities  of  the 
1^  credit  union.” 

10  Sec.  6.  That  section  17  of  the  Federal  Credit  Union  Act 
1*^  (12  U.S.C.  1762)  is  amended  by  striking  out  the  entire 

18  section  and  inserting  in  lieu  thereof  the  following: 

19  “Reserves. — At  the  close  of  each  dividend  period,  20 

20  per  centum  of  the  net  earnings  of  such  dividend  period, 

21  before  the  declaration  of  any  dividends,  shall  be  set  aside  as 

22  a  regular  reserve  against  losses  on  bad  loans  and  such  other 

23  losses  as  may  be  specified  in  the  bylaws  in  accordance  with 

24  regulations  prescribed  under  this  Act:  Provided,  however, 

25  That  when  the  regular  reseiwe  thus  established  shall  equal 
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1  7  per  centum  of  the  outstanding  loans  to  members,  no  further 

2  transfer  of  net  earnings  to  such  regular  reserve  shall  be 

3  required  except  that  such  amounts  not  in  excess  of  20 

4  per  centum  of  the  net  earnings  as  may  be  needed  to  main- 

5  tain  this  7  per  centimi  ratio  shall  continue  to  be  transfeiTed. 

6  All  entrance  fees  and  charges  shall,  after  payment  of  orga- 

7  nization  expenses,  be  added  to  such  regular  reserve.  In 

8  addition  to  such  regular  reserve  special  reserves  to  pfo- 

9  tect  the  interest  of  members  shall  be  established  when 

10  required  (1)  by  regulation,  or  (2)  in  any  special  case, 

11  when  found  by  the  Director  to  be  necessarj^  for  that  purpose.” 

12  Sec.  7.  Section  18  of  the  Federal  Credit  Union  Act 

13  (12  U.S.C.  1763)  is  amended  (1)  by  striking  out  the  word 

14  “or”  and  inserting  a  comma  in  lieu  thereof  between 

15  “Annually”  and  “semiannually”  and  by  adding  the  words 

16  “or  quarterly”  after  the  word  “semiannually”;  and  (2)  by 

17  stiiking  out  the  word  “five”  and  inserting  in  lieu  thereof 

18  the  word  “ten”. 

Department  of  Health,  Education,  and  Welfare, 

July  12,  J967. 

Hon.  John  Sparkman, 

Chairman,  Committee  on  Bankiny  and  Currency, 

V.8.  Senate,  Washington,  D.C. 

Dear  Mr.  Chairman  :  This  letter  is  in  response  to  your  request  of  February  28, 
1967,  for  a  report  on  S.  1085,  a  bill  “To  amend  the  Federal  Credit  Union  Act  to 
modernize  the  loan,  investment,  dividend,  and  reserve  provisions ;  to  require  the 
establishment  of  an  education  committee;  and  for  other  purposes.” 

The  bill  would  provide  for  a  number  of  substantive  changes  in  the  powers  of 
Federal  credit  unions. 

The  first  part  of  section  1  of  S.  1085  would  amend  subsection  (7)  of  section  8 
of  the  Federal  Credit  Union  Act  by  adding  a  new  subparagraph  (G)  so  that  a 
Federal  credit  union  would  have  the  power  to  invest  its  funds  “in  an  aggregate 
amount  not  exceeding  25  per  centum  of  its  regular  reserve  in  any  one  or  more 
incorporated  or  unincorporated  organizations  which  are  controlled  by  cre<lit 
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unions  or  credit  union  associations  and  which  use  funds  so  invested  for  purpose  of 
establishing  and  maintaining  the  liquidity,  solvency,  and  security  of  credit 
unions.” 

The  sole  criteria  for  such  investments  are:  (1)  that  the  institutions  be  “con¬ 
trolled  by  credit  unions  or  credit  union  associations”  and  (2)  that  the  funds 
invested  by  Federal  credit  unions  be  used  “for  the  purposes  of  establishing  and 
maintaining  the  liquidity,  solvency,  and  security  of  credit  unions.”  Such  criteria 
embrace  a  substantial  number  of  credit  union  organizations,  including  trade  asso¬ 
ciations,  stabilization  funds,  and  the  like.  All  of  these  now  enjoy  Federal  credit 
union  participation,  usually  through  the  payment  of  dues  or  assessments. 

There  is  no  indication  concerning  the  origin  of  the  proposed  investment  figure 
of  25  per  centum  of  reserves.  It  is  true  that  the  figure  conforms  to  the  provision 
in  subparagraph  (C)  of  subsection  (7)  of  section  8  of  the  Federal  Credit  Union 
xVct,  which  states  that  a  Federal  credit  union  may  invest  its  funds  “in  accord¬ 
ance  with  rules  and  regulations  prescribed  by  the  Director,  in  loans  to  other 
credit  unions  in  the  total  amount  not  exceeding  25  i>er  centum  of  its  paid-in  and 
unimpaired  capital  and  surplus”.  But  we  see  no  parallel  between  this  authority 
and  that  propo.sed  in  S.  1085.  In  the  ca.se  of  subparagraph  (C),  a  Federal  credit 
union’s  interest  is  protected  by  the  preferred  status  it  acquires  as  creditor.  The 
proposal  in  S.  1085  would  make  the  Federal  credit  union  an  inve.stor,  subject  to 
tlie  usual  risks  borne  by  all  investors.  Another  important  consideration  is  that 
subparagraph  (C)  makes  the  authority  subject  to  rules  and  regulations  to  be 
prescribed  by  the  Director  of  the  Bureau  of  Federal  Credit  Unions.  The  Director 
is  therefore  empowered  to  take  whatever  steps  are  necessary  to  see  that  the 
lending  authority  is  carried  out  by  the  officials  of  a  credit  union  with  proper 
ivgard  for  the  safety  of  the  members’  shareholdings.  The  provision  in  S.  1085 
fails  to  provide  such  an  important  control.  Finally,  subparagraph  (C)  deals  with 
a  percentage  limit  based  on  unimpaired  capital  and  surplus  while  the  investment 
limit  set  forth  in  the  proposal  is  based  on  a  pecentage  of  reserves. 

A  more  appropriate  parallel  to  the  proposal  in  S.  1085  is  found  in  the  anthority 
of  Federal  credit  unions  to  invest  up  to  two  percent  of  their  shareholdings  for 
the  purpose  of  establi.shing  and  maintaining  accounting  service  centers  (45  C.F.R. 
^9^^-  "9^^  regulations  which  authorize  such  investments  carefully  prescribe  the 
kind  of  institutions  in  which  Federal  credit  unions  may  invest.  In  addition,  they 
requir(>  mat  financial  participation  by  Federal  credit  unions  must  be  in  propor¬ 
tion  to  the  services  they  receive.  The  regulations  also  provide  that  the  Bureau  of 
Federai  Credit  Unions  shall  have  immediate  access  to  any  Federal  credit  union 
records  maintained  by  the  service  centers.  In  these  and  other  ways  the  invest¬ 
ment  of  Federal  credit  unions  is  clearly  circumscribed. 

In  view  of  the  fact  that  there  appears  to  be  satisfactory  participation  by 
Federal  credit  unions  in  credit  union  organizations  at  the  present  time,  w'c 
.see  no  need  for  the  proposal  in  S.  1085.  If  the  Congress  should  wish  to  provide 
some  investment  authority  in  this  area,  we  would  suggest  that  such  legislation 
contain  provisions  along  the  lines  of  those  now  in  force  for  Federal  credit  union 
participation  in  service  centers.  The  definition  of  eligible  institutions  would 
thereby  be  tightened,  the  degree  of  participation  by  Federal  credit  unions  would 
be  further  defined,  and  the  entire  grant  of  authority  would  be  made  subject 
to  rules  and  regulations  to  be  prescribed  by  the  Director. 

The  second  part  of  section  1  of  S.  10S.5  would  add  .a  new  subsection  to  section 
8  of  the  Federal  Credit  Union  Act  to  provide  Federal  credit  unions  with  the 
power  “to  purchase  from  liquidating  credit  unions  notes  of  any  individual 
members  of  such  liquidating  credit  unions  at  such  figure  as  may  be  established 
by  the  board  of  directors  of  both  the  liquidating  and  the  piirchasing  credit 
unions.”  This  proposal  attempts  to  deal  with  the  problems  faced  by  many  credit 
unions  in  liquidation  of  di.sposing  of  their  loan  portfolios.  These' problems  are 
usually  surmounted  by  liquidating  credit  unions  without  much  difficulty  since 
a  sound  loan  portfolio  is  an  attractive  investment  for  credit  union  stabilization 
funds,  commercial  banks,  sales  finance  companies,  and  other  institutions  wdiich 
regularly  engage  in  discounting  activities. 

The  proposal  in  part  two  of  section  1  fails  to  come  to  grips  with  the  more 
serious  problem  of  what  disposition  to  make  of  any  less  sound— hence  less 
marketable — loans.  Federal  credit  union  management  must  first  be  concerned 
with  the  protection  of  the  shareholdings  of  the  members.  Consequently,  the  onlv 
loans  likely  to  attract  a  purchasing  Federal  credit  union  are  those  which  are 
sound,  and  it  is  precisely  these  loans  which  find  a  ready  market  at  present 
There  is,  in  addition  a  serious  legal  question  whether  a  Federal  credit  union’s 
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management  would  have  the  authority  to  purchase  questionable  paper  even 
if  it  were  willing  to  do  so. 

A.S  indicated  in  the  discussion  of  the  proposal  in  the  first  part  of  section  1, 
there  are  in  existence  credit  union  organizations  designed  to  aid  in  the  orderly 
liquidation  of  credit  unions.  One  of  the  major  advantages  of  such  organizations 
is  that  the  risk  of  buying  questionable  assets  is  spread  among  all  of  the  par¬ 
ticipating  credit  unions,  thereby  minimizing  the  risk  of  individual  institutions. 
The  proposal  in  part  2  of  section  1  would  have  the  effect  of  concentrating  the 
risk  by  authorizing  individual  Federal  credit  unions  to  purchase  the  assets  of 
liquidating  credit  unions.  We  believe  there  is  much  merit  in  the  utilization  of 
mechanisms  which  spread  the  risk  among  a  relatively  large  number  of  in¬ 
stitutions. 

We  are  sympathetic  with  the  aim  of  this  proposal,  but  fail  to  see  how  it  would 
accomplish  its  purpose.  Accordingly,  we  recommend  against  its  enactment. 

Section  3  of  S.  108-5  (we  find  section  2  is  omitted)  would  amend  section  12 
of  the  Federal  Credit  Union  Act  to  provide  specific  mention  of  an  education 
committee  in  the  organizational  structure  of  a  Federal  credit  union.  We  have 
no  objection  to  this  proposal,  but  we  do  have  reservations  about  a  related  amend¬ 
ment  discussed  below  under  section  5.  We  must  say  in  candor,  however,  that 
enactment  of  this  amendment  would  have  little  tangible  value  for  Federal  credit 

rnions. 

Section  4  of  the  bill  would  amend  section  15  of  the  Act  by  removing  limitations 
uii  the  authority  of  ioan  officers  to  approve  loans  only  up  to  the  unsecured  loan 
limit  ($750)  or  in  excess  of  that  amount  if  the  excess  is  fuliy  secured  by  un¬ 
pledged  shares.  The  present  authority,  provided  by  Congress  in  1959,  appears  to 
be  insufficient  to  afford  credit  committee  members  the  relief  intended.  The 
workload  falling  on  the  committee  remains  substantial,  particularly  in  view  of 
the  fact  that  credit  unions  traditionally  process  a  large  volume  of  relatively 
small  loans.  Many  of  these  loans,  because  of  their  size  and  type  of  security,  may 
not  be  transacted  through  the  loan  officer,  and  consequently  must  be  dealt  with 
.soiely  by  the  credit  committee.  The  credit  committee,  under  the  proposed 
amendment,  would  continue  to  exercise  suflBcient  controls  over  loan  officers  to 
a.ssure  equitable  treatment  of  the  members  and  the  safe  and  sound  operation  of 
the  credit  union.  We  therefore  concur  in  this  proposal. 

Section  5  of  S.  1085  would  amend  section  16  of  the  Federal  Credit  Union  Act 
by  providing  for  a  new  subsection  16b.  This  .subsection  would  set  forth  the  stand¬ 
ards  for  the  operation  of  the  education  committee  to  be  provided  imder  section  3 
of  the  biil.  We  strongly  oppose  this  proposai  because  it  -would  require  the  Bureau 
of  Federal  Credit  Unions,  as  supervisor,  to  impose  sanctions  for  faiiure  to  comply 
with  the  requirements  set  forth  in  the  new  subsection.  Among  the  requirements 
are  meetings  at  least  once  a  month,  reports  to  the  board  of  directors  at  least 
quarterly,  and,  with  the  approval  of  the  board,  the  implementation  of  programs 
"to  inform  members  and  potential  members  of  the  objectives,  procedures,  and 
services  of  the  credit  union  and  to  encourage  maximum  participation  by  members 
in  all  activities  of  the  credit  union.”  We  cannot  condone  any  violation  of  the  law, 
^ut  any  sanctions  we  would  impose  for  violation  of  these  requirements  would,  in 
fSiir  opinion,  be  excessive.  The  arguments  in  favor  of  this  measure  have  little 
weight  since  Federal  credit  unions  can  now  establish  education  committees  either 
by  direct  action  of  the  board  or  by  incorporation  in  the  bylaws.  We  feel  that  the 
propo.sed  amendment  to  section  16  is  undesirable,  and  would  be  troublesome  to 
administer. 

Section  6  of  S.  1085  would  drastically  revise  section  17  of  the  Federal  Credit 
Union  Act.  The  proposal  would  change  the  basis  on  -^v'hich  reserves  are  computed 
from  shares  to  loans  outstanding,  and  would  reduce  the  percentage  of  reserves 
which  must  be  maintained  from  10  i>ercent  to  7  percent.  The  present  statutory 
authority  provides  that  20  percent  of  net  income  must  be  allocated  to  reserves 
until  the  reserves  equal  10  percent  of  shares.  After  reserves  reach  10  percent  of 
.shares.  Federal  credit  unions  are  required  to  allocate  only  so  much  of  their  net 
income  as  is  necessary  to  keep  the  level  of  reserves  at  10  percent  of  shares.  The 
net  effect  of  the  proposed  revision  would  be  to  lower  from  10  percent  of  shares  to 
7  jjercent  of  loans  the  amount  of  reserves  that  Federal  credit  unions  would  be 
required  to  accumulate  and  maintain. 

The  proposal  in  section  6  necessarily  has  raised  the  basic  question  of  what 
constitutes  adequate  reserves  for  Federal  credit  unions.  We  are  not  convinced 
at  this  time  that  the  proi>osal  in  section  6  provides  an  answer,  but  on  the  other 
hand,  it  may  be  true  that  the  present  formula  needs  adjustment.  The  overriding 
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concern  in  any  i)roposal  to  revise  reserve  requirements  for  Federal  credit  unions 
must  be  the  safety  and  solvency  of  the  institutions  and  the  protection  of  the 
members’  shares. 

The  Bureau  of  Federal  Credit  Laiions  is  undertaking  a  review  of  the  entire 
subject  of  credit  union  reserves,  going  beyond  the  proimsal  in  section  6  of  the  bill 
to  include  other  possible  reserve  allocation  formulas.  It  might  be  more  logical, 
for  example,  to  require  allocations  from  gross  rather  than  net  income,  or  to 
provide  for  a  graduated  scale  in  the  reserve  formula  based  on  the  size  of  the 
credit  union.  The  analysis  being  undertaken  will  utilize  information  on  Federal 
credit  unions  which  is  scheduled  to  be  transferred  this  summer  from  punch 
cards  to  magnetic  tape.  Because  of  this  delay,  we  do  not  anticipate  having  any 
information  that  may  be  useful  to  the  committee  until  some  time  in  the  fall.  We 
feel  that  it  would  be  unfortunate  for  any  action  to  be  taken  on  the  proposal  in 
section  6  without  the  benefit  of  a  thorough  study  such  as  we  are  planning.  We 
suggest,  therefore,  that  action  on  this  proposal  be  deferred  pending  the  outcome 
of  the  study. 

In  any  event,  we  object  to  language  iu  the  second  sentence  of  the  propo.sed 
revision  of  section  17  of  the  Act  which  would  provide  for  the  addition  of  all 
entrance  fees  and  charges  to  the  regxilar  reserve  only  after  payment  of  organi¬ 
zation  expenses.  The  present  language  of  section  17  makes  no  mention  of  payment 
of  organization  expenses,  which  can  occur  over  a  period  of  many  months,  and 
requires  that  entrance  fees  and  charges  be  paid  directly  into  the  reserve.  Wei 
believe  the  present  language  has  proven  sound  and  should  be  retained. 

Section  7  of  S.  1085  would  amend  section  18  of  the  Federal  Credit  Union  Act  to 
provide  for  the  payment  of  dividends  quarterly  as  well  as  annually  and  semi¬ 
annually,  which  is  now  the  case.  It  would  also  provide  for  dividend  credit  for  a 
month  to  be  accrued  on  shares  which  are  or  become  fully  paid  up  during  the  first 
ten  days  of  that  month,  rather  than  the  first  five  days  as  is  now  the  case. 

Just  over  21  percent  of  Federal  credit  unions  in  1965  declared  semiannual  divi¬ 
dends,  indicating  that  a  substantial  majority  of  Federal  credit  union  olficials  see 
no  need  for  declaiming  dividends  other  than  annually.  At  the  same  time,  Feileral 
credit  unions  in  some  areas  may  find  more  frequent  declaration  of  dividends  to 
be  a  useful  action  in  the  face  of  intensified  savings  competition. 

We  have  no  information  on  the  number  of  Federal  credit  unions  which  employ 
the  five-day  dividend  credit  authority  which  is  now  provided  in  the  Act.  Where 
savings  competition  is  intense,  the  additional  five  days  provided  in  the  proim.sal 
in  section  7  may  prove  advantageous. 

For  these  reasons,  we  have  no  objection  to  the  enactment  of  an  amendment  to 
the  Act  along  the  lines  of  section  7. 

We  are  advi,sed  by  the  Bureau  of  the  Budget  that  there  is  no  objection  to  the 
presentation  of  this  report  from  the  standpoint  of  the  Administration’s  program. 

Sincerely, 


(Signed)  Welbur  J.  Cohen, 

Under  Seci'etary. 


Senator  Sparkmant.  I  may  say  that  Senator  Proxmire  is  chairman 
of  this  subcommittee.  I  had  hoped  that  he  would  be  able  to  preside,  but! 
he  is  tied  up  with  a  last-minute  emergency  which  he  must  meet  and, 
therefore,  I  shall  pinch-hit  for  him  and  start  the  hearings.  Senator 
Proxmire  will  be  here  later. 

Our  first  witness  is  Mr.  Fred  Smith,  General  Counsel  of  the  Depart¬ 
ment  of  the  Treasury. 

Mr.  Smith,  will  you  come  around,  please,  sir  ? 


STATEMENT  OF  FRED  SMITH,  GENERAL  COUNSEL,  DEPARTMENT 
OF  THE  TREASURY;  ACCOMPANIED  BY  GLENN  JOHNSON, 
NATIONAL  DIRECTOR,  U.S.  SAVINGS  BOND  DIVISION 


Ml’.  Smith.  Good  morning,  Mr.  Chairman. 

Senator  Sparkman.  We  are  glad  to  have  both  of  you. 

Mr.  Smith.  Mr.  Chairman,  I  am  proud  to  have  with  me  Mr.  Glenn 
Johnson,  who  is  the  recentli’  appointed  Xational  Director  of  the  U.S. 
Savings  Bond  Division. 
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Mr.  Cliaimian,  I  am  pleased  to  have  this  opportunity  to  testify  on 
S.  1084,  a  bill  to  permit  Federal  employees  to  purchase  shares  of  Fed¬ 
eral-  or  State-chartered  credit  unions  through  voluntary  payroll  allot¬ 
ment. 

This  bill  would  give  Federal  employees  the  right  to  make  allotments 
from  their  salaries  for  payment  on  shares  in  credit  unions.  It  would 
also  require  the  credit  unions  to  reimburse  the  Government  for  the 
reasonable  costs  of  such  allotment,  and  the  bill  also  provides  for  the 
Comptroller  General  to  issue  necessary  regulations. 

The  Treasury  Department  is  opposed  to  this  legislation  and  recom¬ 
mends  against  its  enactment. 

We  are  sympathetic  with  one  of  the  primai'y  objectives  of  this  bill 
which  is  to  encourage  Federal  employees  to  develop  the  habit  of  regu¬ 
larly  saving  a  portion  of  their  earnings.  Indeed,  the  encouragement 
of  habits  of  thrift  has  been  one  of  the  principal  objectives  behmd  the 
savings  bonds  program,  including  the  new  freedom  share”  sav¬ 
ings  note,  for  which  payroll  deductions  are  presently  authorized  and 
encouraged. 

We  feel,  however,  that,  desirable  as  this  objective  may  be,  enough 
deductions  are  already  being  made  from  the  salaries  of  Federal  em¬ 
ployees  at  the  present  time.  These  include  deductions  for  F ederal  and 
State  income  taxes,  civil  service  and  social  security  benefits,  life  in¬ 
surance  and  health  insurance,  charitable  contributions,  union  dues,  and 
savings  bonds  and  notes,  as  I  have  already  mentioned. 

Each  additional  deduction  adds  something  to  payroll  costs  and  to 
administrative  burdens.  While  the  bill  would  require  the  credit  unions 
to  reimburse  tlie  Government  for  the  reasonable  costs  of  making  such 
allotment,  the  processing  would  involve  additional  workloads,  a  mat¬ 
ter  of  considerable  concern  especially  at  this  time  when  we  are  making 
every  effort  to  minimize  F ederal  employment. 

I  would  like  to  observe  to  the  committee  that  I  have  not  been  able 
to  obtain  any  satisfactory  estimate  of  the  kinds  of  reimbursable  costs 
which  would  be  involved  if  this  legislation  were  adopted.  The  diffi¬ 
culty  is  that  these  costs  would  be  different  for  each  payroll  installa¬ 
tion,  depending  upon  the  operations  of  the  particular  unit.  I  can  say, 
however,  that  the  costs  and  administrative  burdens  over  the  entire 
Federal  Establishment  would  be  fairly  significant  and  consequently 
should  be  a  matter  of  some  real  concern. 

Our  opposition  to  this  legislation  does  not,  of  course,  imply  opposi¬ 
tion  to  credit  unions  and  to  their  further  growth.  We  feel,  liowever, 
that  the  Government  is  already  making  significant  efforts  to  encour¬ 
age  the  habit  of  thrift  through  the  voluntary  savings  program  of 
Series  E  savmgs  bonds  and  the  new  “freedom  share.” 

In  addition,  credit  unions  are  already  the  beneficiaries  within  the 
Federal  Government  of  rent-free  office  space  and  the  uncompensated 
time  of  Federal  personnel.  It  does  not  seem  to  us  justifiable  to  increase 
the  Federal  commitment  to  credit  unions  beyond  the  present  bound¬ 
aries. 

We  can  foresee  in  this  I’egard  that  enactment  of  the  proposed  legis¬ 
lation  would  lead  to  demands  for  similar  ti’eatment  by  banks,  savings 
and  loan  associations,  and  other  financial  institutions.  The  end  result 
could  be  the  extension  of  payroll  deductions  beyond  reasonable  limits 
with  the  Federal  Government  serving  as  a  banker  in  all  respects  for 
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Federal  employees.  Tlie  fact  that  the  cost  ^YO'.l^cl  be  reimlmrsed  does 
not  seem  to  ns  to  justify  even  a  beginninv^  on  tliis  sort  of  extension. 

The  question  mijrld  be  asked  as  to  wliy  the  savings  bond  program 
should  have  a  special  pri\-i]ege  of  Federal  Government  payroll  deduc¬ 
tion  when  otlier  forms  of  savings  do  not.  I  think  the  answer  is  that 
the  savings  bond  program  is  “special’'  and  it  is  in  the  national  interest 
that  it  should  have  this  type  of  sjiecial  assistance. 

Particularly  in  these  times,  it  is  a  way  in  which  Government  em¬ 
ployees  can  feel  that  they  are  making  a  contribution  toward  the  efforts 
of  our  fighting  men  in  tliis  bitter  and  frustrating  war  in  Vietnam. 

As  the  costs  of  Government  go  up  in  direct  relation  to  the  costs  of 
this  war,  the  Treasury  has  two  ways  of  financing  these  costs :  through 
increases  in  taxes  and  through  ]iublic  debt  financing.  And  we  have  to 
guard  against  the  iiroblem  of  inflation. 

Taxes  are,  of  course,  the  most  noninflationary  method  of  financing 
the  costs  of  Government.  Second  to  taxes,  savings  bonds  are  tlie  most 
noninflationai’y  way  to  finance  the  Government’s  necessary  expendi¬ 
tures. 

Certainly,  borrowing  in  this  form  is  tlie  best  way  for  the  Govern¬ 
ment  to  borrow  while  still  keeping  a  lid  on  total  public  and  private 
spending  in  the  economy.  In  this  sense,  savings  through  the  purchase 
of  T".S.  savings  bonds  is  even  more  noninflationary  than  would  be  in¬ 
dividual  savings  in  other  forms  for  those  other  types  of  savings  are 
eventually  reflected  in  additional  spending — however  w’orthwhile  that 
added  spending  may  be — while  in  the  case  of  I^.S.  savings  bonds  we 
can  take  Government  spending  as  already  given  and  then  it  is  only  a 
question  of  how  best  to  finance  that  given  amount  of  spending. 

We  question  whether  this  legislatioii  would  be  entirely  to  the  advan¬ 
tage  of  present  members  of  credit  unions  in  the  light  of  the  requirement 
of  reimbursement  of  reasonable  Federal  expenses.  The  effect  of  this 
would  be  simply  to  place  an  extra  cost  on  operations  of  a  credit  union 
without,  so  far  as  I  can  see,  any  compensating  benefit  in  costs  saving. 
The  effect  would  be,  I  should  think,  to  reduce  the  return  which  credit 
unions  could  pay  on  their  savings  shares  and  to  make  their  operations 
somewhat  less  attractive. 

That  concludes  my  statement,  Mr.  Chairman. 

Senator  Sparkman.  Thank  you,  Mr.  Smith.  I  think  it  is  a  very  good 
statement.  There  are  a  few  things  I  would  like  to  ask  you  about." 

4  qu  say  it  is  impossible  to  make  an  estimate  as  to  the  cost  of  doing 
this  job.  It  seems  to  me  with  all  the  existing  deductions  that  you  named, 
you  might  have  some  experience  to  go  by. 

Of  course,  I  presume  in  the  case  of  savings  bonds  there  is  ]iobody 
to  charge  for  payroll  deductions.  That  is  a  Government  operation? 

INIr.  Smith.  That  is  right. 

Senator  Sparkman.  But  what  about  the - 

Mr.  Smtuii.  Although — and  Mr.  Johnson  can  correct  me — we  get  an 
appropriation  for  the - 

Senator  Sparkman.  For  the  administration  of  the  program? 

Mr.  Smith  (continuing).  Administrative  activities  of  the  Savings 
Bond  Division. 

INfr.  Johnson.  That  is  correct. 

Senator  Sparkman.  Could  that  not  be  used  in  some  way  as  a 
comparison  ? 
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Mr.  Smith.  Well,  I  nia,y  have  misstated  myself,  sir.  I  am  sure  that 
we  could  eventually  develo]!  cost  figures.  What  I  meant  to  imply  is 
that  in  the  2  days  that  I  have  had  to  get  ready  for  this  hearing  we 
have  been  unable  to  come  up  with  any. 

I  wanted  to  give  you  some  figures  as  to,  what  this  cost  would  be, 
and  when  I  checked  with  our  administrative  people  I  found  that  be¬ 
cause  of  the  ditferent  payrolls  that  were  involved  and  the  different 
costs  from  agency  to  agency  and  department  to  department  it  was  im¬ 
possible  for  me  to  come  up  with  anything  worthwhile  fo,r  you  this 
morning. 

Senator  Suarkman.  About  the  only  point  I  wanted  to  make  is  that 
certainly  you  have  had  that  same  problem  with  reference  to  some  of 
the  other  activities.  How  about  the  Federal  and  State  income  taxes? 
Do  you  make  a  charge  for  those  operations  ? 

l\ir.  Smith.  I  do  not  really  know,  sir.  Could  I  submit  that  for  the 
record  ? 

Senator  Sparkman.  How  about  civil  service  retirement  and  social 
security  benefits  ? 

Mr.  Smith.  I  do  not  believe  that  there  is  any  charge  made  for  that. 

Senator  Sparkman.  "Well,  those  are  similar  services.  They  are  for 
the  benefit  of  the  person;  are  they  not? 

]Mr.  Smith.  Yes. 

Senator  Sparkman.  And  life  insurance  and  health  insurance  ?  That 
is  for  the  benefit  of  the  individual  person ;  is  it  not  ? 

Mr.  Smith.  Yes,  sir. 

Senator  Sparkman.  Do  yon  make  a  charge  on  that  ? 

Mr.  Smith.  I  do  not  know  what  the  contracts  are.  The 
Government - 

Senator  Sparkman.  What  ? 

jSIr.  Smith.  I  say  I  do  not  know  what  the  proidsions  of  the  contracts 
are.  The  Government  life  insurance  is  I  believe  pooled  with  private 
insurance  companies,  and  I  do  not  really  know  the  answer  to  what  the 
contract  provides  there  on  that. 

Senator  Sparkman.  I  am  not  asking  yo,n  to  give  me  the  figures  at 
this  time  because  I  understand  you  hai^e  not  had  time  to  get  them.  But 
undoubtedly  you  do  have  a  bookkeeping  record  of  that. 

Mr.  Smith.  Yes  indeed. 

Senator  Sparkman.  And  charitable  contributions?  Do  you  charge 
for  that  ? 

Mr.  Smith.  I  do,  not  know. 

Senator  Sparkman.  And  union  dues? 

Mr.  Smith.  I  am  sorry,  sir.  I  do  not  know  the  answer  to  all  of  those. 

(The  committee  received  the  following  information  from  the 
Treasury  Department:) 

The  Federal  Government’s  payroll  deductions  fall  into  two  general  classes. 

1.  Those  which  relate  directly  to  programs  which  the  Government  itself  ad¬ 
ministers  (for  which  the  recipient  of  the  proceeds  of  the  deductions  is  not  charged 
for  any  cost  in  handling  the  deductions).  Included  in  the  category  are  deductions 
for ; 

( а )  Civil  service  retirement. 

( б )  Life  insurance. 

(c)  Health  insurance. 

(d)  Social  security  taxes. 

(e)  Federal  income  taxes  withheld. 

(/)  U.S.  Savings  Bond  and  Savings  Note  purchases. 

ig)  State  income  taxes  withheld. 
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The  direct  recipient  for  items  (a),  (&),  and  (c)  is  the  U.S.  Civil  Service  Com¬ 
mission  (Government  trust  funds).  The  recipient  for  item  (d)  is  the  Social  Secu¬ 
rity  Administration  (Government  trust  funds).  The  recipient  for  items  (e)  and 
(/)  is  manifestly  the  Federal  Government  itself  (via  the  Internal  Revenue  Service 
and  Bureau  of  the  Public  Debt,  respectively ) . 

The  recipient  for  item  (d)  is  the  particular  State.  It  is  the  policy  to  not  charge 
States  for  this  service  just  as  State  agencies  or  any  other  employers  may  not 
charge  the  Federal  Government  for  their  services  in  deducting  Federal  income 
or  social  security  taxes  from  their  payrolls.  In  fact,  a  provision  precluding  ac¬ 
ceptance  of  reimbursements  from  States  is  included  in  the  legislation  authorizing 
Federal  agencies  to  withheld  State  income  taxes  (5  USC  84(c) ). 

2.  Those  for  which  an  organization  outside  the  Government  is  the  recipient, 
for  which  the  Government’s  service  costs  are  charged  to  the  recipient. 

Included  in  this  category  are  deductions  for : 

(а)  Union  dues. 

(б)  Charitable  contributions  (Combined  Federal  Campaign). 

The  proceeds  of  the  foregoing  deductions  are  remitted  every  pay  day  with  a 
single  check  to  each  recipient  for  the  total  amount  payable  for  each  payroll, 
supported  by  a  list  of  the  names  and  amounts  for  the  employees  who  authorized 
the  deductions.  The  amount  of  the  cheek  is  equal  to  the  aggregate  of  the  appli¬ 
cable  deductions  for  the  payroll  less  a  service  charge  of  2  cents  per  individual 
deduction,  which  is  a  standard  Government-wide  fee  established  by  the  Civil 
Service  Commission.  The  service  fee  deduction  is  credited  to  a  miscellaneous 
receipt  account  in  the  Treasury. 

Senator  SpARKyiAx.  Is  there  not  a  pretty  close  relationship  between 
union  dues  and  credit  union  dues  ?  Do  you  think  one  should  be  allowed 
and  the  other  not? 

Mr.  Smith.  Well,  sir,  let  me  say  two  things. 

Xo.  1,  we  could  certainly  get  the  figures  on  the  cost  of  this,  or  an 
estimate,  and  give  it  to  you. 

Senator  Sparkmax.  Xow,  I  am  not  asking  you  for  figures. 

Mr.  Smith.  Yes. 

Senator  Sparkmax.  I  want  to  say  how  it  appears  to  me.  You  are 
doing  these  other  things  for  the  benefit  of  certain  individuals? 

iMr.  Smith.  Yes. 

Senator  SpARicyiAX.  Xow,  when  the  credit  unions  come  along — and 
certainly  you  pay  tribute  to  the  work  of  the  credit  unions  in  the 
statement,  and  rightfully  so. 

Mr.  Smith.  That  is  right. 

Senator  Sparkmax  When  they  come  along,  you  say  it  ought  not  to 
be  done. 

Xow,  I  realize  there  is  such  a  thing  as  expanding  this  thing  until 
it  becomes  overburdensome.  But  I  wonder  if  that  was  thought  of  when 
these  others  Avere  added. 

Mr.  Smith.  "Well,  I  certainly  would  not  tiy  to  claim  that  credit 
unions  and  allotments  for  credit  unions  are  less  desirable  or  argue  that 
they  are  less  desirable  than  some  of  the  other  things  that  already 
deductions  are  being  made  for. 

I  Avould  say  this;  That  when  you  get  into  the  savings  area  you 
have  a  whole  range  of  institutions  Avhere  persons  can  make  savings. 
And  I  do  feel  that  banks,  savungs  and  loans,  possibly  insurance  com¬ 
panies  would  have  an  equally  good  claim  for  the  allotment. 

Senator  Sparkmax.  Yes,  I  recognize  the  force  of  that  argument  as 
you  .said. 

Mr.  Smith.  Eight. 

Senator  Sparkmax.  And  also  I  recognize  the  force  of  the  argument 
about  nonproliferation. 

Mr.  Smith.  Yes. 
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Senator  Sparkman.  But  it  seems  hard  to  draw  the  line  on  credit 
unions  when  you  have  allowed  all  of  these  others  to  come  in. 

Mr.  Smith.  I  am  cei'tainly  not  going  to  try  to  downgrade  credit 
unions. 

Senator  Sparkman.  Now,  there  is  one  other  point  I  want  to  ask  you 
about,  and  that  is  your  treatment  of  savings  bonds.  I  think  that  is  a 
wonderful  program.  I  think  it  has  done  a  tremendous  job  over  the 
years. 

I  used  to  be  one  of  those  who  got  a  bond  every  month  and  had  it 
deducted  by  my  bank.  I  thought  it  was  a  fine  plan.  I  did  that  until 
things  got  tighter  and  I  had  to  drop  the  plan,  as  I  suppose  lots  of  other 
people  have  had  to  do.  But  others  have  increased  their  deductions. 

I  notice  your  argument  about  the  necessity  of  it  with  reference  to 
the  Vietnam  war.  Now,  I  realize  we  have  got  to  pay  for  the  Viet¬ 
nam  war.  But  we  are  not  going  to  drop  this  program  when  the 
Vietnam  war  is  over,  are  we  ? 

Mr.  Smith.  No,  sir. 

Senator  Sparicman.  And  has  there  been  an  appreciable  stepping- 
up  of  the  purchase  of  savings  bonds  during  the  time  we  have  been 
in  the  Vietnam  war? 

jNIr.  Smith.  Could  I  ask  Mr.  Johnson  to  speak  to  that? 

Senator  Sparkman.  Is  this  not  pretty  much  a  normal  program  that 
remains  fairly  much  at  the  same  level  all  the  time,  whether  we  have 
a  war  in  Vietnam  or  not  ? 

INIr.  Johnson.  Well,  there  has  been  more  emphasis  on  the  program 
since  Vietnam  from  the  President  on  down  to  get  the  American 
people  to  back  our  fighting  men  over  there  and  to  help  pay  the  bills 
at  a  time  when - - 

Senator  Sparkman.  Has  it  shown  in  the  figures  that  you  have? 

Mr.  Johnson.  Yes,  it  has.  Our  sales  this  year  are  higher  and  a 
good  part  of  our  advertising  program  is  geared  to  “Back  your  fight¬ 
ing  men.-’  Our  sales  will  increase  about  a  half  a  billion  dollars  this 
year. 

Senator  Sparkman.  Half  a  billion  ? 

Mr.  Johnson.  Yes. 

Senator  Sparkman.  By  the  way,  take  the  banks  that  make  deduc- 
rions  for  the  purchase  of  savings  bonds.  Do  you  pay  anything  for 
that  service,  or  is  that  a  gratuitous  service  ? 

JMr.  Johnson.  No,  we  do  not.  The  banks  do  this  as  a  public  service. 
And  industry  does  the  same  thing. 

Senator  Sparkman.  Senator  Brooke. 

Senator  Brooke.  Mr.  Smith,  in  a  letter  dated  June  9,  19G6,  to  the 
House  Banking  Committee,  you  stated  that ; 

Generally  speaking,  we  have  found  that  payroll  savings  participation  is 
lower  in  private  companies  which  also  permit  credit  union  deductions  than 
in  those  companies  which  allow  deductions  only  for  savings  bonds. 

Could  you  supply  the  committee  with  the  data  which  led  you  to  this 
conclusion  ? 

Mr.  Smith.  I  would  be  happy  to  submit  data  for  the  record.  I 
think  our  current  survey  indicates  that  we  cannot  prove  anything  on 
percent  of  participation  where  they  do  or  do  not  have  allotment  also 
for  credit  unions,  but  the  dollar  amounts  for  savings  bonds  seem  to 
run  less  when  there  are  also  allotments  for  credit  unions  or  other 
forms  of  savings. 
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Am  I  right  on  that,  Mr.  Johnson  ? 

^Ir.  Johnson.  That  is  correct.  And  the  only  parallel  we  are  drawing 
there — we  have  done  some  research  in  some  of  the  private  companies 
and  find  that  tlie  monthly  deduction  is  lower. 

The  monthly  deduction  for  Federal  employees  is  an  average  of  $35 
a  month,  while  for  the  private  sector  in  industry  it  is  $26  a  month. 

And  at  the  same  time  tlie  participation  in  the  savings  bond  program 
in  the  Federal  Government  is  78  percent  of  the  civilian  employees,  and 
in  private  enterprise  it  is  27  jiercent. 

Mr.  Smith.  MT  will  be  happy  to  submit  additional  information. 

Senator  Brooke.  You  will  submit  it  ^ 

^Ir.  Smith.  Y  es. 

(The  infonnation  referred  to  follows :) 

Effect  of  Credit  Unions  on  Savings  Bonds  Deductions 

Of  the  companies  surveyed  two  years  after  installation  of  credit  unions,  the 
average  decrease  in  monthly  per  capita  E  Bond  savings  was  22  percent.  This  is 
in  contrast  to  the  iireliminary  tindings  of  the  survey  for  the  other  companies 
involved,  in  which  average  monthly  deductions  for  E  Bond  purchases  rose  by 
20  percent. 

Senator  Brooke.  Mr.  Smith,  the  credit  unions  have  pointed  out  that 
(1)  many  of  the  savings  bond  honor  roll  private  companies  also  permit 
credit  union  deductions,  and  (2)  military  personnel,  who  can  have 
credit  union  allotments,  show  83.6  percejit  participation  rate  for 
bonds,  whereas  civilian  Federal  personnel  wlio  cannot  have  credit 
union  payroll  deductions  show  only  74.9  percent  participation. 

How  do  you  reconcile  those  facts  to  your  argument  that  credit  union 
payroll  deductions  might  retard  bond  sales  ^ 

(At  this  point.  Senator  McIntyre  assumed  the  chair.) 

i\Ir.  Smith.  Do  you  ivant  to  answer  that,  ^Ir.  Johnson? 

Mr.  Johnson.  Certainly.  There  are  just  so  many  dollars  available 
for  savings.  And,  as  I  said,  we  have  done  somewhat  of  a  survey  in 
private  companies.  And  while  big  companies  have  both  deductions  for 
credit  unions  and  savings  bonds,  the  dollar  amount  is  considerably 
lower  than  in  companies  that  do  not  have  deductions  for  both. 

And  as  far  as  the  military  percentage  being  higher,  certainly  there 
is  a  patriotic  element  in  buying  savings  bonds,  and  I  think  the  service¬ 
men  are  a  little  bit  closer  to  that  situation  and  would  be  more  incliiied 
to  see  the  need  for  actually  lielping  pat"  for  the  war  effort. 

(Mr.  SjMith.  I  just  would  like  to  emphasize  that.  I  wish  the  American 
public  at  large  did  as  well  as  the  servicemen  in  tliis  respect. 

Senator  Brooke.  Xow,  Mr.  Smith,  in  your  statement  you  see  very 
little  benefit  if  at  all  to  the  credit  unions  by  the  passage  of  this  legisla¬ 
tion  I  gather. 

(Mr.  Smith.  Yes.  This  is  not  a  very  good  indication  I  guess,  but  I 
talked  ivith  some  of  our  credit  union  people  and  they  say — I  am  just 
talking  about  the  Treasury  Department  credit  union — that  they  tliink 
Ave  do  very  well  and  probably  get  as  much  savings  in  our  credit  unions 
or  close  to  it  as  we  would  if  ive  had  paju’oll  allotments. 

And  the  bill  proi'ides  they  are  going  to  liaise  to  pay  some  at  this 
point  unknown  amount  for  administrative  expenses  if  they  hai'e  pa}’- 
roll  allotment,  and  they  are  not  at  all  sure  that  they  would  be  better 
off. 
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This  is,  I  grant  you,  conjecture.  Obviously  the  Credit  Union  Na¬ 
tional  Association  must  have  some  reasons  for  being  for  this  bill. 
But - 

Senator  Brooke.  That  is  what  I  was  going  to  ask  you. 

JSIr.  S311TH.  Yes. 

Senator  Brooke.  Why  do  you  feel  that  they  are  proponents  of  this 
bill  A  reading  of  your  statement  would  indicate  that  there  are  abso¬ 
lutely  no  advantages  but,  in  fact,  there  are  disadvantages  to  the  credit 
unions  as  far  as  the  passage  of  this  legislation  is  concerned. 

INIr.  S311TH.  I  just  question  whether  they  are  right  in  supporting 
this.  A  number  of  the  other  things  that  they  are  in  favor  of  I  can  see 
very  clearly  are  to  their  advantage.  But  I  do  have  some  question  in  my 
03vn  mind  about  that. 

Senator  Brooke.  I  am  sorry.  I  did  not  hear  the  last  part  of  the 
statement. 

i\Ir.  SviiTii.  I  said  I  just  have  some  question  in  my  own  mind  as  to 
whether  they  are  not  misguided  in  being  for  this  one. 

I  know  that  some  of  the  other  bills  that  they  have  been  in  favor  of 
which  the  administration  has  supported  I  feel  clearly  are  to  their  ad¬ 
vantage.  I  am  doubtful  about  this  one. 

Senator  Brooke.  Nowq  I  have  been  handed  a  statement  which  is  en¬ 
titled  “Selected  Averages  and  Eatios  of  U.S.  Credit  Unions  With  and 
Without  Payroll  Deductions — by  States.”  This  is  1965.  This  is  based 
on  credit  unions  reporting  for  the  1966  CUNA  Yearbook. 

Are  you  familiar  with  this  statement  ? 

;Mr.  S311TH.  No,  I  am  not. 

Senator  Brooke.  It  shows,  say,  from  the  States  listed  of  New  Mex¬ 
ico,  New  York,  North  Carolina,  North  Dakota,  etc. — and  there  are 
listed  here,  say,  15  or  16  States — the  total  average  savings  per  member 
Avith  payroll  deductions  Avould  be  $610.91  as  compared  Avith  Avithout 
payroll  deductions  of  $498.57. 

iMr.  S311TH.  Is  this  in  private  industry  ? 

Senator  Brooke.  Yes.  Now,  Avould  this  not  be  some  indication  of 
benefit  to  credit  unions  ? 

Mr.  S311TI1.  Well,  I  suppose  it  Avould,  but  I  Avonder  AAdiether  it  is 
comparable  to  the  GoA^ernment. 

To  begin  Avith,  in  industry,  generally  speaking,  there  is  no  charge 
directly  or  indirectly  that  residts  from  that  allotment  for  their  OAvn 
credit  unions.  And  also  there  may  be  certain  promotional  efforts  for 
the  credit  unions  by  industry. 

I  AA'ould  want  to  discount  that  as  an  indication.  On  the  other  hand, 
I  think  the  situation  may  not  be  comparable  in  the  Federal  Govern¬ 
ment. 

Senator  Brooke.  Of  course,  there  is  much  more  indicated  here.  De¬ 
linquent  loans/loans  outstanding  Avith  payroll  deduction,  1.95  per¬ 
cent.  Without  payroll  deduction,  4.24  percent. 

And  this  seems  consistent.  The  number  of  delinquent  loans/borroAver 
Avith  payroll  deduction  is  3.23  percent.  And  borroAver  Avithout  pa^u-oll 
deduction  is  7.41  percent. 

I  just  Avondered  if  you  Avere  familiar  Avith  this  chart  and  if  you  had 
had  an  opportunity  to  examine  it  and  study  it  and  to  draAV  some  con¬ 
clusions  as  to  Avhether  the  legislation  Avould,  in  effect,  be  profitable 
and  advantageous  to  the  credit  union  industry. 
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Mr.  Smith.  "Well,  sir,  I  would  not  want  to  emphasize  the  point  that  I 
made.  It  is  an  impression — I  made  that  clear — based  on  no  careful 
statistical  survey.  It  is  just  a  question  in  my  own  mind  basically. 

Senator  Brooke.  Well,  have  you  had  an  opportunity  to  discuss  this 
proposed  legislation  with  members  of  the  industry? 

]\fr.  Smith.  I  believe  we  have  in  the  past.  Currently  I  have  not.  I 
believe  the  Treasury  has  had  talks  with  the  industry  in  the  past 
about  it. 

Senator  Brooke.  Is  it  the  fear  of  the  Treasury  Department  that 
the  costs,  which  I  understand  under  this  legislation  would  be  borne  by 
the  credit  unions  at  the  present  time — ^that  eventually  these  reasonable 
costs  would  be  assumed  by  the  Government,  by  the  Federal  Govern¬ 
ment  ?  Is  that  a  fear  ? 

INIr.  Smith.  Well,  I  would  not  put  it  that  way.  I  think  that  whenever 
you  come  to  assess  reasonable  costs  there  are  a  lot  of  indirect  costs  re¬ 
sulting  from  additional  administrative  effort  that  do  add  to  the  Gov¬ 
ernment’s  bill  that  you  can’t  logically  charge  for  this  service. 

But  I  think  it  is  more — Well,  there  are  really  two  basic  points : 

One,  where  are  we  going  down  this  road  of  additional  payroll  allot¬ 
ments,  and  where  can  you  draw  the  line  ? 

Senator  Brooke.  Y ou  mean  banking  institutions  and  others  ? 

Mr.  Smith.  Banking  institutions  and  others,  plus - 

Senator  Brooke.  Has  there  been  any  indication  of  that  from  bank¬ 
ing  institutions?  Has  there  been  any  move  on  their  part  to  be  included 
in  Federal  payroll  deductions? 

]\Ir.  Smith.  None  that  I  know  of.  But  we  would  certainly  expect  it  if 
the  credit  unions,  which  are  a  competitor  for  savings,  were  given  this 
privilege.  We  would  certainly  expect  it. 

Senator  Brooke.  You  would  expect  it  would  follow? 

Mr.  Smith.  Yes.  There  is  quite  a  competition  for  savings  these  days 
in  a  tight  money  market. 

Senator  Brooke.  You  think  this  might  open  up  the  doors,  in  other 
words  ? 

IMr.  Smith.  Yes.  And  I  feel  it  would  be  very  difficult  to  distinguish 
between  credit  unions  and  other  forms  of  savings. 

Senator  Brooke.  And  that  is  your  primary  reason  ? 

Mr.  Smith.  Well,  our  second  point  is  our  concern  over  the  effects 
of  this  on  the  savings  bond  and  “freedom  share”  program. 

Senator  Brooke.  Well,  Senator  Sparkman  asked  you  if  there  had 
been  any  sizable  increase  in  savings  bonds  during  the  period  of  the 
Vietnam  war,  and  I  do  not  recall  what  your  answer  was.  Did  you 
say  there  had  been  ? 

^Ir.  Johnson.  Yes,  Our  sales  this  year  of  savings  bonds  are  going 
to  be  roughly  half  a  billion  dollars  over  last  year. 

Senator  Brooke.  Half  a  million? 

Mr.  Johnson.  Half  a  billion. 

Senator  Brooke.  Half  a  billion  over? 

IMr.  Johnson.  Eight. 

Senator  Brooke.  How  does  this  compare  with  what  happened  say 
in  Korea  ? 

IMr.  Johnson.  Our  sales  did  not  go  up  appreciably  during  the 
Korean  war,  due  to  our  poor  position  in  the  market. 
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Senator  Brooke.  So  during  a  period  of  war  generally  you  have  a 
rise,  an  increase  in  savings  bond  sales  ? 

Mr.  Johnson.  There  were  increases  in  'World  "War  II  and  during 
the  present  situation. 

Senator  Brooke.  And  you  fear  that  if  Federal  employees  were 
given  the  opportunity  to  have  payroll  deductions  for  credit  union 
shares  there  would  be  a  decrease  in  the  sales  of  savings  bonds? 

Mr.  Johnson.  Yes.  I  do  not  think  there  is  any  question  about  it, 
because  there  are  just  so  many  dollars  for  savings.  And  what  would 
go  into  the  credit  unions  through  the  deduction  plan,  chances  are, 
would  come  out  of  the  sa'N’ings  bond  program. 

Mr.  Smith.  Or  some  of  it. 

Mr.  Johnson.  Part  of  it,  yes. 

Senator  Brooke.  'What  percentage  of  your  savings  bond  sales  is 
made  up  of  Federal  payroll  deductions  ? 

Mr.  Johnson.  About  20  percent. 

Senator  Brooke.  And  so  you - - 

)  Senator  McIntyre.  Please  repeat  that  answer. 

Senator  Brooke.  He  said  20  percent  I  think. 

Mr.  Johnson.  Correct. 

Senator  Brooke.  You  said  20  percent  ? 

Mr.  Johnson.  Yes. 

Senator  Brooke.  You  feel  there  would  be  at  least  a  decrease,  if 
not  a  sharp  decrease,  in  that  percentage  if  this  legislation  was  passed  ? 
Mr.  J OHNSON.  Yes,  I  believe  so. 

Senator  Brooke.  No  further  questions,  Mr.  Chairman. 

Senator  McIntytie.  I  would  like  the  record  to  show  that  the  sta¬ 
tistical  averages  quoted  by  the  Senator  from  JMassachusetts  were  based 
on  50  States  rather  than  16. 

Senator  Brooke.  "Were  they?  I  am  sorry.  Yes.  Forgive  me.  I  should 
have  corrected  that.  I  was  only  looking  at  that  last  page.  There  were  50 
States,  Mr.  Chairman.  Thank  you  very  much. 

Senator  McInty're.  And  also  this  table  appears  in  the  statement 
of  Mr.  Marin  of  CUNA  International. 

Tell  me,  Mr.  Smith,  how  substantial  in  your  opinion  is  the  resent¬ 
ment  among  Federal  employees  about  the  payroll  deductions  for 

) savings  bonds?  I  receive  mail  from  my  constituents  now  and  then — 
they  resent  this. 

Mr.  Smith.  I  think  it  is  exaggerated.  I  think  there  have  been  cases 
which  have  been  publicized,  unfortunate  cases,  where  misguided  exe¬ 
cutive  branch  officers  have  done  some  arm  twisting  for  these  payroll 
deductions  in  order  to  make  a  good  showing.  And  these  are  unfortunate. 

The  President  and  the  Chairman  of  the  Civil  Service  Commission 
and  all  the  responsible  officials  in  the  Treasury  have  made  it  clear 
that  this  is  wrong  and  not  proper  policy. 

But  I  think  on  the  whole — I  know  in  my  own  experience  I  have  been 
in  the  Government  for  24  years  and  I  have  been  very  strongly  in 
favor  of  the  savings  bond  program.  I  do  have  somewhat  of  an  emo¬ 
tional  feeling  about  it,  that  this  is  a  direct  way  in  which  I  can  support 
my  Government  while  at  the  same  time  doing  something  very  good 
for  myself.  And  I  think  that  the  vast  majority  of  Government  em¬ 
ployees  feel  that  way. 
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I  think  that  quite  naturally  there  is  resentment  when  somebody 
overzealously  twists  an  arm  of  an  employee  who  does  not  wish  to 
subscribe.  We  Iniow  very  well  among  other  things  this  could  do  great 
damage  to  the  program.  We  try  very  hard  to  guard  against  it. 

Mr.  Johnson.  Might  I  read  a  statement  in  that  respect,  please? 

Postmaster  General  O'Brien  is  the  head  of  our  savings  bond  pro¬ 
gram  within  the  Federal  agencies,  and  at  the  kickoff  of  the  Federal 
campaign  this  year  he  macle  a  statement  which  has  been  i-eproduced 
for  every  department  of  Government.  The  statement  reads  as  follows : 

Let  iis  recognize  that  there  is  a  difference  between  persuasion  and  coercion 
and  between  promotion  and  pressure.  The  difference  lies  in  the  presence  or  ab¬ 
sence  of  threats  stated  or  implied.  Remember  that  in  the  final  analysis  the 
choice  of  whether  to  buy  or  not  to  buy  U.S.  savings  bonds  is  one  that  is  up  to  the 
individual  concerned.  He  or  she  has  a  perfect  right  to  refuse  to  buy  or  to  offer 
no  reason  for  that  refusal. 


That  was  sent  out  to  every  director  in  each  Federal  agency  who 
was  going  out  to  ask  people  to  sign  up  for  savings  bonds. 

AVe  feel  that  this  has  been  way  overplayed.  And  we  have  made  somej 
study  on  that,  and  we  can  find  little  coercion  involved  in  getting  people 
to  sign  up. 

Once  in  a  while  somebody  is  complaining  because  there  is  an  ex¬ 
tensive  campaign.  But  I  would  say  991/2  percent  of  the  Federal  em¬ 
ployees  are  happ}^  with  the  savings  bond  program. 

Senator  McIntyre.  Well,  your  answer  indicates  that  it  is  pretty 
much  a  free  choice  by  the  employee. 

Mr.  Johnson.  Absolutely. 

Senator  McInty^re.  If  that  is  so,  then  why  would  you  fear  or  worry 
that  the  payroll  deduction  portion  of  this  bill  would  jeopardize  your 
own  ability  to  sell  these  bonds?  If  it  is  a  free  choice,  why  would  there 
be  any  tendency  to  depreciate  your  efforts  if  they  have  this  payroll 


deduction? 

Mr.  Smith.  If  I  could  speak  to  that,  I  think  iiart  of  the  exercise  of 
this  free  choice  is  the  convenience  of  it  as  a  method  of  saving.  And  if 
there  is  an  alternative,  equally  convenient  method  of  saving  through 
the  allotment  process,  then  I  think  some  of  the  money  that  now  goes 
into  the  savuigs  bond  program  would  go  into  credit  union  allotments. 

Do  you  want  to  add  to  that?  ^ 

Mr.  Johnson.  No.  That  is  my  feeling  too.  ^ 

Senator  McIntyre.  "Well,  I  can  certainly  understand  the  laudable 
objective  that  you  have  in  these  promotion  programs  to  enlist  Federal 
employees  in  purchasing  bonds.  But  I  can  well  imagine  that  under  the 
fever  of  competition,  say,  between  Agriculture  and  Commerce  and  the 
per.suasion  that  you  speak  of — I  can  understand  the  resentment  of  a 
Federal  employee  who  is  carrying  about  all  the  life  insurance  he  can 
carry,  ivho  is  probably  buying  his  home  and  building  up  an  equity  in 
his  mortgage  payments,  with  today’s  standard  of  living.  I  can  under¬ 
stand  that  even  the  normal  persuasion  that  you  speak  of  could  be 
resented. 

Senator  Brooke,  have  you  anything  further? 

Senator  Brooke.  No,  Mr.  Chairman.  I  think  I  am  satisfied. 

I  just  want  to  be  sure  that  I  understand  Mr.  Smith  correctl^y  that, 
No.  1,  he  fears  that  it  would  open  the  door  to  other  institutions.  There 


is  really  nothing  to  distinguish  credit  unions  in  this  regard  from 
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other  banking  institutions.  And,  No.  2,  you  have  a  very  real  fear  that 
this  will  cause  a  decrease  in  the  sales  of  U.S.  savings  bonds. 

^Ir.  Smith.  Yes,  sir. 

I  want  to  add,  just  to  make  it  abundantly  clear,  that  I  am  a  strong 
supporter  of  Federal  credit  unions.  I  have  been  a  member  of  the 
Treasuiy  Credit  Union  all  my  career,  and  I  have  money  in  the  Treasury 
Credit  Union.  And  I  think  they  are  a  fine  thing.  I  would  not  want 
anything  I  say  to  be  deemed  to  reflect  upon  credit  unions  as  such. 

Senator  Brookb.  Mr.  Smith,  pursuing  what  tjie  chairman  has 
asked  you,  do  you  have  any  statistics  whicli  would  support  your  fears 
that  there  would  be  a  decrease  in  the  U.S.  savings  bond  sales  if  a 
Federal  employee  could  voluntarily  have  payroll  deductions  for  other 
savings  plans  i 

Mr.  Smith.  Well,  Mr.  Johnson  I  believe  read  some  summaries  of 
some  surveys  that  he  took.  I  dond  know  whether  we  can  amplify  on 
that. 

Senator  Brooke.  But,  Mr.  Johnson,  are  3mu  just  basing  this  upon 
the  fact  that  there  are  just  so  many  places  that  the  eavings  dollar 
can  go?  But  do  you  not  also  have  to  consider  that  along  with  the 
fact  that  a  person  would  be  savmg  in  U.S.  savings  bonds  also  for 
patriotic  reasons  and  the  mere  fact  that  he  could  also  bu3"  shares  in 
a  credit  union  would  not  necessarily  mean  that  he  would  do  so  to 
the  exclusion  of  buying  U.S.  savings  bonds  because  of  the  other  ele¬ 
ment  of  patriotism  ? 

I  mean  doesn’t  that  follow  ? 

Mr.  Johnson.  Yes. 

Senator  Brooke.  Then  I  ask  this  question:  MJiat  is  wrong  if  you 
open  up  the  doors  ?  What  would  lie  wrong  with  allowing  F ederal  em¬ 
ployees  to  save  in  banking  institutions  or  any  other  legitimate  reposi¬ 
tory  for  their  savings?  Is  this  necessarily  something  that  we  should 
fear? 

It  is  at  least  promotes  thrift  in  the  country.  And  if  a  person  would 
rather  voluntarily,  as  the  chairman  has  pointed  out — and  it  is  volun¬ 
tary — want  to  put  his  money  in  a  credit  union  to  save  it,  or  in  a  sav¬ 
ings  bank  to  save  it,  or  to  buy  U.S.  savings  bonds,  or  some  other  thing, 
what  is  wrong  with  it? 

Mr.  Smith.  Nothing  is  wrong  with  it.  Absolutely  nothing  is  wrong 
with  savings.  And  the  Federal  Government  is  certainly"  strongly  in 
support  of  employees  developing  the  habit  of  thrift.  And  if  they  don’t 
buy  savings  bonds — or  along  with  savings  bonds — we  hope  they  will 
save  elsewhere. 

We  have  plenty  of  people  in  various  Government  departments  who 
regularly,  on  payday,  take  their  check  down  to  the  credit  union  and 
get  it  cashed  and  leave  a  certain  amount  there  on  a  regular  savings 
plan.  I  think  this  is  fine  and  desirable. 

It  is  a  question  of  whether  particularly  at  this  time  when  the  Gov¬ 
ernment  as  you  know  has  financing  problems  we  should  fake  this  step 
which  might  have  some  adverse  effect  on  our  savings  bond  program  in 
the  amount  that  we  get  in  the  form  of  savings,  the  best  noninflationai’y 
form  of  savings  there  is,  along  with  this  problem  of  drawing  the  line. 

But  certainly  I  do  not  appear  to  argue  against  thrift  and  savings 
in  any  way  by  Government  employees. 
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Senator  Brooke.  What  aljout  the  Federal  employee  who  wonh  buy 
any  U.S.  sa^•ing3  bonds  under  any  sort  of  sales  promotional  plan  that 
you  have?  He  might  not  because  of  lack  of  patriotism.  He  may  not  just 
feel  that  this  is  the  best  way  to  save  his  money.  He  may  feel  he  cannot 
get  it  as  quickly.  He  does  not  realize  he  can  get  it  as  quickly.  And  he 
feels  the  credit  union  is  close  to  him  or  his  bank  is  close  to  him. 

He  might  welcome  the  opportunity  to  save  his  money  and  to  be 
thrifty  under  these  circumstances  where  we  might  never  con\  ince  him 
of  the  great  benefits  of  U.S.  savings  bonds. 

Mr.  Smith.  That  is  true. 

Senator  Brooke.  They  may  be  two  different  people  you  are  talking 
about. 

Mr.  Smith.  That  is  true,  sir. 

Senator  Brooke.  Well,  we  could  go  on,  Mr.  Chairman,  but  I  merely 
wanted  to — and,  iMr.  Smith,  please  understand  I  am  just  trying  to 
arrive  at  what  your  objections  are  and  how  strong  they  are. 

Well,  two  questions  have  been  raised  from  Senator  Bennett’s  staff, 
and  for  the  record  I  would  like  to  ask  them  of  Mr.  Smith.  I 

No.  1,  the  percentage  of  bonds  that  are  cashed  in  as  soon  as  possible. 
Do  you  have  that  information  ? 

Mr.  Johnson.  Yes,  we  do.  We  can  submit  that  for  the  record. 

Senator  Brooke.  Can  you  submit  that  for  the  record  ? 

Mr.  Johnson.  Eight. 

(The  information  referred  to  follows ;) 

Early  Cashing  of  Savings  Bonds 

The  attached  table  gives  the  latest  available  data  on  early  redemption  of 
Series  E  Bonds.  It  shows  that  of  all  Bonds  sold  in  calendar  year  1965,  36  percent 
had  been  cashed  by  .July  1,  1966,  i.e.,  within  a  two-month  to  18-month  period  from 
date  of  sale,  averaging  about  one  year. 

On  the  other  hand,  the  average  life  of  E  and  H  Bonds  is  about  7%  years  for  all 
years  of  issue,  ranging  from  8  years,  11  months  for  1948  issues  to  an  estimated 
6  year,  3  month  life  for  1965  issues. 


Percent  of  series  E  savings  bonds  sold  in  each  year  redeemed  through  each  yearly 

■period  thereafter 


Note. — The  percentages  shown  in  this  table  are  proportions  of  the  value  of  the  bonds  sold  in  any  calendar  year  which 
are  redeemed  before  July  1,  of  the  next  year,  and  before  July  1  of  succeeding  calendar  year  calculated  at  original  maturity 
value. 


Senator  Brooke.  No.  2,  should,  not  the  Treasury  compete  on  the 
rate  with  other  savings  institutions? 

First  of  all,  does  it  ? 

l\Ir.  Smith.  Well,  we  are  doing  pretty  well  on  our  new  freedom 
shares,  which,  incidentally,  have  as  one  of  their  primary  imrposes  to 
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get  some  additional  savings.  If  held  to  maturity,  they  pay  4.74  per¬ 
cent  interest,  which  is  in  tlie  ball  park  as  far  as  i-eturn  is  concerned, 
particularly  when  you  realize  the  tax  lienefits  to  some  people.  Namely, 
you  do  not  have  to  pay  the  tax  until  the  savings  bond  or  freedom 
share  is  redeemed,  whereas  on  other  forms  of  savings,  credit  unions 
or  savings  and  loan,  and  so  on,  you  have  to  pay  tax  on  income  cur¬ 
rently. 

So  I  think  it  is  in  the  ball  park. 

The  regular  savings  bond,  if  held  to  maturity,  produces  a  return 
at  the  rate  of,  I  think  it  is,  4.15  percent.  Is  that  right  ? 

Mr.  JoHxsoN.  4.15. 

Mr.  Smith.  4.15  percent.  But,  of  course,  it  is  also  the  safest  form 
of  saving  that  there  is. 

Senator  Brooke.  Would  the  Treasuiy  sujjport  an  increase  in  this 
41/4  percent? 

5lr.  Smith.  Sir,  I  do  not  think  I  am  qualified  to  answer  that  cpies- 
tion.  This  gets  into  the  whole  complicated  area  of  our  debt  financing. 
1  Avould  be  glad  to  try  and  submit  a  statement  on  that  for  the  Depart¬ 
ment,  but  I  just  do  not  think  I  ought  to  try  and  state  a  view  on  that. 

Senator  Brooke.  I  can  understand  that. 

Mr.  Johnson".  On  the  length  of  time  that  bonds  are  held,  the  ai'er- 
age  life  of  the  series  E  savings  bond  is  seven  and  a  half  years. 

Senator  Brooke.  Seven  and  a  half  years  ? 

Mr.  Johnson.  Yes. 

Senator  Brooke.  No  further  questions,  JNIr.  Chairman. 

Senator  McIntyre.  Senator  INIcGee  ? 

Senator  McGee.  I  apologize  for  being  late,  Mr.  Chairman.  I  ivas  in 
the  Appropriations  Committee. 

Senator  McIntyre.  We  are  glad  to  see  you. 

Senator  McGee.  I  have  only  one  question  just  to  reflect  my  ignor¬ 
ance.  It  may  hai^e  been  asked.  If  it  has,  we  ivill  strike  it  from  the 
record. 

But  Avhen  you  referred  to  the  special  treatment  that  the  savings  bond 
program  is  accorded  in  the  Government  payroll  deduction  scheme  of 
things,  what  is  the  total  of  savings  bonds  thus  Avithheld  from  Federal 
payrolls?  Do  you  have  a  figure  on  that,  or  could  you  supply  one  for 
the  record  ? 

INIr.  Johnson.  Yes,  that  question  ivas  asked,  and  the  figure  is  20 
percent. 

Senator  McGee.  Then  strike  it  from  the  record,  because  I  was  late. 

IMr.  Smith.  I  am  not  sure  that  is  the  question  he  asked.  lYe  gave  the 
figure  of  20  jiercent  of  all  sales  of  sawings  bonds  from  Federal  em¬ 
ployees. 

Senator  McGee.  Twenty  percent  of  all  savings  bonds  are  withheld 
from - 

Mr.  Johnson.  Are  you  talking  about  just  Federal  employees? 

Senator  McGee.  Federal  employees. 

Mr.  Johnson.  Twenty  percent. 

Senator  McGee.  The  amount  of  Federal  employee  savings  bond 
purchases  withheld  represents  20  percent  of  the  total  savings  bond 
saifings  ? 

IMr.  Smith.  Right. 

Senator  McGee.  Out  of  ignorance,  what  would  that  total? 

^Ir.  Johnson.  $1  billion. 
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Senator  McGee.  That  is  all  I  have,  INIr.  Chairman. 

Senator  McIntyre.  Thank  you,  Mr.  Johnson,  for  your  testimony 
here  this  morning. 

The  next  witness  is  Mr.  Deane  Gannon,  Director  of  the  Bureau  of 
Federal  Credit  Unions. 

Mr.  Gannon,  good  morning. 


STATEMENT  OE  J.  DEANE  GANNON,  DIRECTOR,  BUREAU  OF  FED¬ 
ERAL  CREDIT  UNIONS,  SOCIAL  SECURITY  ADMINISTRATION, 
DEPARTMENT  OF  HEALTH,  EDUCATION,  AND  WELFARE 


Mr.  Gannon.  Mr.  Chairman,  I  have  no  statement  to  make  since 
our  Department  submitted  a  report. 

Senator  McIntyre.  IVe  will  make  them  both  part  of  the  record, 
and  we  will  ask  you  if  it  is  convenient  for  you  to  state  the  substance 
of  your  objections  or  your  approval  of  this  bill.  (The  reports  referred 
to  may  be  found  at  pp.  5  and  9. )  ^ 

Mi\  Gannon.  The  report  that  was  filed  by  our  Department  on  S.^ 
1081  indicated  that  the  bill  would  contribute  to  the  basic  objectives  of 
the  Federal  Credit  Union  Act  in  promoting  thrift  among  Federal  em¬ 
ployees  who  are  members  of  ci-edit  unions,  and  it  would  facilitate  the 
accumulation  of  a  fund  for  making  loans  for  the  members  at  reason¬ 
able  rates  of  interest. 

However,  the  Department  felt  that  the  enactment  of  this  bill  was 
unnecessary  because  existing  authority  now  permits  agency  heads  to 
allow  employees  to  make  allotments  out  of  their  pay  for  appropriate 
pur])oses. 

And  further  it  was  felt  that  the  position  of  the  Treasury  to  en¬ 
courage  employees  to  develoji  a  habit  of  applying  earnings  to  the 
sa\’ings  bond  program  should  be  given  consideration. 

In  light  of  that,  the  Department  recommended  against  the  enact¬ 
ment  of  this  bill. 

kSenator  McIntyre.  Mr.  Gannon,  do  you  believe  a  central  banking 
system  analogous  to  the  Federal  Reserve  System  and  the  Federal 
Home  Loan  Bank  Board  is  needed  for  credit  unions? 

Mr.  Gannon.  I  believe  it  might  have  some  advantages  for  the  op¬ 
eration  of  credit  unions.  Senator,  yes.  ^ 

.Senator  McIntyre.  Your  remarks  have  been  addressed  to  S.  1084,% 
and  I  wondered  if  you  would  want  to  address  your  remarks  to  S.  1085. 

Mr.  Gannon.  Yes,  I  would  be  glad  to,  Mr.  Chairman.  I  have  a  state¬ 
ment  that  I  Avould  like  to  read  to  you  on  S.  1085. 

.Senator  ^IcIntyre.  Mr.  Gannon,  Avould  you  be  kind  enough  to 
summarize  that  statement  ?  lYe  will  include  the  Avhole  statement  in  the 
record.  In  order  that  Ave  can  stay  Avithin  the  time  limits,  you  can  hit 
the  highlights  of  the  statement  any  Avay  you  Avant  to. 

Ml-.  Gannon.  Thank  you. 

(The  prepared  statement  of  Mr.  Gannon  folloAvs :) 


Statemext  of  .T.  Deaxe  Gaxxox,  Directoi!.  Bureatt  of  P'edekai,  Credit  I'xioxs. 
Social  Security  Admixistratiox,  Departaiext  of  Health,  Educatiox,  axd 
Welfare 


ill-.  Chaii'inan  and  members  of  the  subcommittee,  I  appreciate  A’ery  much  this 
opportunit.v  to  i>resent  our  A  iews  on  S.  lOS.o,  a  bill  AA’hich  would  amend  the  Federal 
Credit  Union  Act  in  several  important  respects.  The  scope  of  the  bill  is  quite 
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broad,  and  I  believe  it  might  l>e  helpful  to  discuss  it  section  hy  section.  Briefly,  we 
are  in  accord  with  the  proposals  embodied  in  section  3,  4,  and  7 ;  we  do  have 
reservations  about  the  remainder. 

SECTIOX  1 

The  flr.st  proposal  in  section  1  would  permit  a  Federal  credit  union  to  invest  its 
funds  in  organizations  controlled  by  credit  unions  and  which  use  such  funds 
for  the  liquidity,  solvency,  and  security  of  credit  unions.  The  maximum  invest¬ 
ment  to  be  permitted  would  be  an  amount  equivalent  to  2o  i)ercent  of  a  Federal 
credit  union’s  reserves. 

The  language  of  the  proposed  amendment  ol)viously  is  quite  broad.  It  would 
cover  a  substantial  number  of  credit  union  organizations,  such  as  trade  associa¬ 
tions,  stabilization  funds,  and  State-chartered  central  credit  unions,  particularly 
since  the  words  “liquidity,  solvency  and  securit.v”  are  open  to  a  liberal  construc¬ 
tion.  All  of  these  organizations,  it  should  be  noted,  now  provide  for  participa¬ 
tion  by  Federal  credit  unions,  either  through  the  payment  of  dues  or  through 
the  lending  of  funds. 

In  view  of  the  fact  that  there  appears  to  I)e  adequate  opportunity  for  Federal 
credit  unions  to  participate  in  now-existing  credit  union  organizations,  we  can 
see  no  need  at  present  for  the  enactment  of  this  proposal.  It  is  possible,  of  course, 
that  the  language  is  intended  to  encompass  a  concept  which  has  not  yet  taken 
shaiie  in  the  concrete.  Discussion  of  this  prospect  would  be  more  appropriate 
when — or  if — further  details  should  become  available.  In  any  event,  we  should 
like  to  suggest  that  if  the  subcommittee  wishes  to  provide  for  investment  au¬ 
thority  in  this  area,  certain  safeguards  should  be  included.  We  believe  as  a 
minimum  that  the  definition  of  eligible  institutions  should  be  tightened  and  that 
the  purpose  and  nature  of  the  investment  should  be  more  specifically  defined. 

Moving  on  to  the  .second  proposal  in  section  1,  Federal  credit  unions  would  Iie 
empowered  to  purchase  notes  from  liquidating  credit  unions.  This  proposal 
attempts  to  deal  with  a  problem  faced  by  credit  unions  which  enter  liquidation ; 
namely,  how  to  dispose  of  their  loan  portfolios.  This  problem  is  usually  resolved 
without  much  difficulty  since  a  sound  loan  portfolio  is  an  attractive  investment 
for  credit  union  stabilization  funds,  commercial  banks,  sales  finance  companies, 
and  other  institutions  which  regularly  engage  in  discounting  activities. 

Quite  clearly.  Federal  credit  unions  would  not  exercise  the  power  contained 
in  this  proposal  to  purchase  questionable  pai>er.  They  would  consetiuently  share 
their  interest  in  purchasing  sound  notes  with  the  other  institutions  which  regu¬ 
larly  engage  in  discounting.  Some  benefit  might  exist  for  the  liquidating  credit 
union  if  this  were  the  case. 

Weighed  against  this  factor,  however,  is  the  fact  that  Federal  credit  unions  are 
not  individually  equipped  to  take  on  the  role  of  a  di.scount  facility.  The  proposal 
would  permit  Federal  credit  unions  located  anywhere  in  the  United  States  to 
purchase  notes  from  credit  unions  located  anywhere  else  in  the  nation.  This 
kind  of  nation-wide  discounting  is  foreign  to  Federal  credit  union  experience  up 
to  now,  and  could  ix)se  serious  operational  problems. 

At  present,  it  is  possible  for  Federal  credit  unions  to  take  in  members  of  liqui¬ 
dating  credit  unions  as  long  as  the  new  members  fall  within  the  field  of  member¬ 
ship  of  the  continuing  credit  union.  This  arrangement  has  proven  particularly 
useful  in  recent  years  to  accommodate  Department  of  Defense  personnel  involved 
in  the  closing  of  U.S.  in.stallations,  although  admittedly  its  application  is  limited. 

As  indicated  above,  one  other  means  of  aiding  liquidating  credit  unions  is 
through  stabilization  funds,  which  have  the  advantage  of  spreading  the  invest¬ 
ment  risk  among  participating  credit  unions,  both  State  and  Federal.  These 
funds,  to  be  vsure,  vary  substantially  in  their  resources  and  effectiveness.  We 
doubt,  however,  whether  this  proposal  would  materially  strengthen  their  capac¬ 
ity.  and  there  is  no  precedent  by  which  we  may  be  guided. 

In  .sum,  we  believe  the  value  to  be  gained  from  having  Federal  credit  unions 
engage  in  purchasing  notes  of  liquidating  credit  unions  is  minimal  when  weighed 
against  the  problems  such  an  activity  would  create.  Consequently,  we  would  ob¬ 
ject  to  the  enactment  of  this  proposal. 

SECTIOX  3 

The  next  section  of  the  bill,  labeled  section  3.  would  amend  section  12  of  the 
Federal  Credit  LTnion  Act  to  provide  for  siieciflc  mention  of  an  education  com¬ 
mittee  in  the  organizational  structure  of  a  Feileral  credit  union.  We  do  not 
object  to  this  proposal,  but  we  do  have  serious  reservations  about  a  related 
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amendment  contained  in  section  5  of  the  bill,  and  we  will  discuss  this  at  the 
appropriate  point. 

SECTION  4 

Section  4  of  the  bill  would  amend  section  15  of  the  Act  by  removing  limita¬ 
tions  on  the  authority  of  loan  officers  to  approve  loans  only  up  to  the  unsecured 
loan  limit  ($750)  or  in  excess  of  that  amount  if  the  excess  is  fully  secured  by 
unpledged  shares.  The  present  authority  was  provided  by  Congress  in  1059,  and 
was  designed  to  afford  members  of  the  credit  committees  of  Federal  credit 
unions  some  relief  from  the  burdensome  work  of  reviewing  loan  applications. 
The  committees  are  rerjuired  by  section  15  to  approve  all  loans  made  by  the 
credit  union,  but  since  1959  they  have  been  permitted  to  appoint  one  or  more 
loan  officers.  The  loan  officers,  as  indicated,  are  empowered  to  approve  loans  up 
to  $7.50,  or  in  excess  of  that  figure  if  the  excess  is  fully  secured  by  unpledged 
shares.  The  credit  committee  receives  from  the  loan  officer  a  record  of  each  loan 
approved  or  disapproved,  and  those  disapproved  must  be  acted  upon  once  again 
by  the  credit  committee.  The  close  supervision  of  loan  officers  exercised  by  the 
credit  committee  assures  the  equitable  treatment  of  both  savers  and  borrowers. 

The  proposed  amendment  would  permit  the  credit  committee  more  flexibility 
by  allowing  it  to  delegate  loan  approval  authority  to  loan  officers  as  it  deems 
appropriate.  The  result  would  be  that  the  committee  could  relieve  itself  of 
handling  larger  but  still  routine  loans  which  it  now  must  consider  and  provide 
it  with  additional  time  for  reviewing  the  credit  union’s  overall  lending  policies 
in  conjunction  with  the  board  of  directors.  Needless  to  say,  this  latter  function 
is  extremely  important  for  the  safe  and  sound  operation  of  the  credit  union. 

We  would  therefore  recommend  enactment  of  this  proposal. 

SECTION  5 

Section  5  of  S.  10S5  would  amend  section  16  of  the  Act  by  providing  for  a 
new  subsection  16b.  This  subsection  would  set  forth  the  standards  for  the  opera¬ 
tion  of  the  education  committee  to  be  provided  under  section  3  of  the  bill,  which 
I  referred  to  earlier.  We  strongly  oppose  section  5  because  it  would  require  the 
Bureau  of  Federal  Credit  Unions,  as  suiiervisor,  to  impo.se  sanctions  for  failure 
to  comply  with  the  requirements  set  forth  in  the  new  subsec-tion.  Among  the 
requirements  are  meetings  at  least  once  a  month,  reports  of  the  hoard  of  direc¬ 
tors  at  least  quarterly,  and,  with  the  approval  of  the  board,  the  implementation 
of  programs  ‘‘to  inform  members  and  potential  meml)ers  of  the  objectives,  pro¬ 
cedures,  and  services  of  the  credit  union  and  to  encourage  maximum  participa¬ 
tion  by  members  in  all  activities  of  the  credit  union.”  We  cannot  condone  any 
violation  of  the  law,  but  at  the  same  time  any  sanctions  we  would  impose  for 
violation  of  these  requirements  would  seem  to  be  excessive.  The  arguments  in 
favor  of  this  measure  have  little  weight  since  Federal  credit  unions  can  now 
establish  education  committees  by  direct  action  of  the  board.  Consequently,  we 
see  no  point  in  enacting  legislation  in  this  area. 

SECTION  6 

Section  6  would  change  the  basis  on  which  reserves  are  computed  from  shares 
to  loans  outstanding,  and  would  reduce  the  percentage  of  reserves  which  must 
be  maintained  from  10  percent  to  7  percent.  The  present  statutory  authority  pro¬ 
vides  that  20  percent  of  net  income  must  be  allocated  to  reserves  until  reserves 
equal  10  percent  of  shares.  After  reserves  equal  to  10  jicrcent  of  shares.  Federal 
credit  unions  are  required  to  allocate  only  so  much  of  their  net  income  as  is 
necessary  to  keep  the  level  of  reserves  at  10  percent  of  shares. 

The  proposal  of  necessity  raises  the  basic  question  of  what  constitutes  ade¬ 
quate  reserves  for  Federal  credit  unions.  The  present  statutory  language  was 
enacted  in  1949.  apparently  as  the  result  of  experience  in  the  States.  No  in¬ 
formation  has  reached  us  that  would  indicate  that  the  present  formula  provides 
for  excessive  reserves  or  that  the  allocation  of  20  percent  of  net  income  re¬ 
quired  of  Federal  credit  unions  imposes  an  unnecessary  hardship.  One  indication 
of  the  present  state  of  affairs  is  the  fact  that  Federal  credit  unions  generally 
have  been  able  to  keep  their  dividends  competitive  with  other  thrift  institutions. 
We  feel  very  strongly,  therefore,  that  sufficient  statistical  information  should 
be  developed  before  any  decisions  are  made  on  the  adequacy  or  inadequac.y  of 
the  present  formula.  We  would  willingly  concede  that  the  facts  we  have  at  our 
di.spKisal  are  by  no  means  comprehensive,  and  that  further  analysis  with  addi- 
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tional  information  might  indicate  a  need  for  revising  the  reserve  formula.  Jvnst 
what  kind  of  revision  would  be  indicated  is,  in  our  opinion,  open  to  question 
at  present. 

For  your  information,  we  have  attached  to  the  back  of  this  statement  a  study 
we  completed  last  month  on  some  aspects  of  the  reserve  question.  The  introduc¬ 
tion  of  the  bill  has  prompted  us  to  undertake  a  review  of  the  entire  subject  of 
credit  union  reserves,  a  study  which  will  go  beyond  the  present  proposal  in 
S.  1085  to  include  other  possible  revisions.  Our  analysis  will  take  some  time,  un¬ 
fortunately,  primarily  due  to  the  fact  that  we  wish  to  utilize  information  which 
is  now  being  transferred  from  punch  cards  to  magnetic  tape.  As  a  result,  we  do 
not  anticpate  that  the  study  will  be  completed  until  some  time  in  early  fall. 
Although  we  regret  having  to  suffer  this  delay,  we  would  be  most  reluctant  to 
commit  ourselves  to  any  position  involving  a  change  in  the  present  reserve 
formula  using  as  a  guide  only  the  data  which  is  currently  available.  We  would 
suggest,  therefore,  that  consideration  of  section  6  might  appropriately  be  de¬ 
ferred  pending  completion  of  the  study.  In  the  meantime,  we  would  welcome 
any  comments  or  suggestions  from  the  subcommittee  which  might  guide  us  in 
our  project. 

Finally,  it  is  relevant  to  say  that  in  any  discussion  of  reserves  the  overriding 
concern  of  the  Bureau  must  be  the  safety  and  solvency  of  Federal  credit  unions 
and  the  consequent  protection  of  the  members’  shareholdings.  Reserves  are  the 
credit  unions’  first  line  of  defense,  even  though  they  may  be  called  upon  in  a 
relatively  few  instances.  But  it  is  necessary  to  stress  the  importance  of  adequate 
reserves  for  all  credit  unions  in  order  to  insure  their  availability  in  the  few 
cases  w’hen  they  are  actually  needed.  Far  from  being  a  burden,  reserves  consti¬ 
tute  the  foundation  on  which  credit  unions  function. 

SECTION  7 

The  last  section  of  S.  1085,  section  7,  would  amend  section  18  of  the  Act  to  pro¬ 
vide  for  the  payment  of  dividends  quarterly  as  well  as  annually  and  semi¬ 
annually,  which  is  now  the  case.  It  would  also  provide  for  dividend  credit  for  a 
month  to  be  accrued  on  shares  which  are  or  become  fully  paid  up  during  the  first 
ten  days  of  that  month,  rather  than  the  first  five  days  as  is  now  the  case. 

Just  over  21  percent  of  Federal  credit  unions  in  1965  declared  semi-annual 
dividends,  indicating  that  a  substantial  majority  of  Federal  credit  union  olHcials 
see  no  need  for  declaring  dividends  other  than  annually.  At  the  same  time.  Fed¬ 
eral  credit  unions  in  some  areas  may  find  more  frequent  declaration  of  dividends 
to  be  a  useful  action  in  the  face  of  intensified  savings  competition. 

We  have  no  information  on  the  number  of  Federal  credit  unions  which  employ 
the  five-day  dividend  credit  authority  now  provided  by  the  Act.  Where  saving.? 
competition  is  intense,  the  additional  five  days  provided  in  section  7  may  prove 
advantageous. 

We  are  advised  by  the  Bureau  of  the  Budget  that  there  is  no  objection  to  the 
presentation  of  this  statement  from  the  standpoint  of  the  Administration’s 
program. 

Regular  Reserves  of  Federal  Credit  Unions 

The  Federal  Credit  Union  Act  requires  that  Federal  credit  unions  set  aside 
20  percent  of  their  net  earnings  in  each  dividend  period  in  a  regular  reserve 
until  .such  reserve  is  equal  to  10  percent  of  members’  shares.  As  of  December  31, 
1906,  Federal  credit  unions  as  a  group  had  about  $312  million  in  regular  reserves, 
as  the  accompanying  table  shows.  The  ratio  of  regular  reserves  to  shares  was 
6.3  percent. 

In  general,  large,  typically  older.  Federal  credit  unions  have  higher  reserve 
ratios  than  small  credit  unions,  as  may  be  seen  by  lines  f  and  g  in  the  table. 
Regular  reserves  as  a  ratio  of  members’  shares  ranged  form  3.7  jjercent  for  the 
smallest  size  class  to  6.5  percent  for  the  $500 — $1,999.9  thousand  asset  size  group. 

The  present  regular  reserve  is  7.2  percent  of  outstanding  loans,  as  line  f  shows. 
Regular-reserve-to-loan  ratios  of  credit  unions  in  each  size  group  above  $100 
thousand  equaled  or  exceeded  7  percent  at  yearend  1966.  Smaller  Federal  credit 
unions  had  regular  reserves  of  less  than  7  percent  of  loans. 

The  excess  or  deficiency  of  the  present  regular  reserve  based  on  three  possible 
regular  reserve  requirements  is  shown  on  lines  i,  k,  and  m. 

Lines  h  and  i  show  the  difference  between  the  present  10-percent-of-shares 
goal  and  the  actual  dollar  amount  of  regular  reserves  as  of  December  31,  1966. 
The  deficiency  for  all  Federal  credit  unions  at  that  time  was  about  $182  million. 
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A  computation  based  on  7  percent  of  total  loans  on  lines  j  and  k  shows  that, 
on  this  basis,  there  was  an  excess  of  more  than  .$9  million  in  regular  reserves 
at  Federal  credit  unions  as  a  group.  A  rather  substantial  re.serve  excess  at  credit 
unions  with  assets  of  $500  thousand  or  more  was  partly  offset  by  deficiencies  at 
Federal  credit  unions  below  the  $500  thou.sand  as.set  level. 

On  the  basis  of  a  possible  requirement  of  10  percent  of  total  loans,  the  defi¬ 
ciency  for  all  Federal  credit  unions  (line  m)  was  slightly  more  than  $120  million. 
All  .size  groups  showed  a  regular  reserve  deficiency  using  this  formula. 

The  amount  of  loans  delinquent  two  months  or  more  (line  n)  totaled  about 
$133  million  at  yearend  1966.  The  ratio  of  delinquent  to  outstanding  loans  was 
much  higher  for  smaller  credit  unions  than  for  the  large  groups  (line  o). 

The  amount  of  delinquent  loans  at  all  Federal  credit  unions  was  42.7  percent 
of  total  regular  reserves.  Delinquent  loans  ranged  from  more  than  double  the 
amount  of  regular  re.serves  at  the  smallest  credit  unions  to  about  30  percent  of 
the  regular  reserves  of  Federal  credit  unions  with  assets  of  $2  million  or  more. 

About  one-half  of  all  Federal  credit  unions  that  paid  a  dividend  paid  5  percent 
or  more  as  of  yearend  1966,  as  the  bottom  line  of  the  table  shows.  The  high  rate 
was  more  common  at  large,  than  at  small.  Federal  credit  unions.  More  than  70 
percent  of  the  largest  size  group  paid  5  percent  or  more,  while  only  about  one- 
fourth  of  the  smallest  group  paid  these  relatively  high  rates. 

Reserves  and  related  data  for  Federal  credit  unions,  by  asset  size  class,  Dec.  SI,  1966 


[Dollar  amounts  In  thousands] 


Asset  size 

Item 

All 

Less  than 
$25 

$25  to 
$99.9 

$100  to 
$499.9 

$500  to 
$1,999.9 

$2,000 
and  over 

(a)  Number  of  Federal  credit 

unions . . 

11,941 

2,229 

3, 097 

4,119 

1,911 

585 

(b)  Loans  outstanding-.  _ 

$4, 323, 943 

$17,702 

$134, 828 

$740,951 

$1. 406, 057 

$2, 024, 404 

(c)  Members’  shares _  . 

4, 944, 033 

21,861 

153,135 

850, 835 

1,613, 276 

2, 304, 926 

(d)  Regular  reserves  .  _  ... 

312,125 

871 

7,957 

51,  550 

105,613 

146, 190 

(e)  Tofal  reserves _ 

338, 878 

994 

8,698 

55, 223 

114, 227 

159,737 

Ratio  of: 

(f)  Regular  reserve  to  loans... 

7.2 

4.6 

5.9 

7.0 

7.5 

7.2 

(g)  Regular  reserve  to  shares.. 

6.3 

3.7 

5.2 

6.1 

6.5 

6.3 

Reserve  based  on: 

(h)  10  percent  of  shares _ 

$494, 403 

$2, 186 

$15,313 

$85,  084 

$161,328 

$230, 493 

(i)  Excess  or  deficiency  of 

present  regular  reserve. 

-182,278 

-1,369 

-7. 356 

-33,  534 

-55,715 

-84, 303 

(j)  7  percent  of  loans _  _.. 

302,676 

1,239 

9, 438 

51,867 

98,424 

141,708 

(k)  Excess  or  deficiency  of 

present  regular  reserve. 

(l)  10  percent  of  loans _ 

9,  449 

-422 

-1,481 

-317 

7,189 

4, 482 

432, 394 

1,770 

13, 483 

74, 095 

140,606 

202,440 

(m)  Excess  or  deficiency  of 

present  regular  reserve. 

-120,296 

-953 

-5,526 

-22,  545 

-34,993 

-56,250 

Loan  delinquency  and  charge  offs: 
(n)  Amount  deliquent  2 

months  or  more. . 

133, 267 

1,702 

8,817 

33, 379 

45, 143 

44,226 

(o)  Rate  > . . 

3.1 

9.6 

6.5 

4.5 

3.2 

2.2 

(p)  Delinquent  loans  as  per¬ 

cent  of  regular  reserve.. 

42.7 

208.3 

110.8 

64.8 

42.7 

30.3 

(q)  Loan  charge-off  ratio  2 _ 

.23 

.45 

.35 

.29 

.22 

.21 

Dividend  rates  (5  percent  or 
more): 

(r)  Number  paying _  .. 

5,  353 

290 

1,335 

2,192 

1,122 

414 

(s)  Percent  of  total  in  group... 

50.2 

24.5 

45.6 

53.9 

58.9 

70.8 

'  Loans  delinquent  2  months  or  more  as  a  percentage  of  loans  outstanding. 
2  Net  loans  charged  off  as  a  percentage  of  loans  made  since  organization. 


]\Ir.  Gannon.  Briefly,  oiir  position  Avith  respect  to  S.  1085  is  that 
we  are  in  accord  with  the  ]iroposa1s  that  are  embodied  in  sections  3, 
-t,  and  7,  and  we  have  reseiwations  concerning  the  remainder  of  the 
proposals. 

Section  1  in  onr  opinion  is  in  very  broad  language,  and  it  seems  to 
ns  tliat  it  would  cover  a  substantial  number  of  credit  union  organi- 
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zations  that  credit  unions  now  can  substantially  do  business  with, 
either  in  a  form  of  the  payment  of  dues  or  through  the  lending  of 
funds. 

In  the  light  of  this  opportunity  to  avail  themselves  of  these  services, 
we  can  see  no  need  at  present  for  the  enactment  of  this  proposal. 

We  realize  that  it  might  be  intended  that  this  proposal  Avould  en¬ 
compass  a  concept  which  has  not  yet  taken  shape  in  concrete  form,  in 
which  case  we  think  it  would  be  more  appropriate  for  us  to  respond 
when  and  if  further  details  will  become  available. 

In  any  event,  we  think  that  the  subcommittee,  if  it  wishes  to  provide 
for  investment  authority  in  this  case,  ought  to  provide  for  certain 
safeguards,  and  we  believe  as  a  minimum  there  should  be  a  tightening 
of  the  definition  of  eligible  institutions,  and  the  purpose  and  the  nature 
of  the  investment  should  be  more  clearly  defined. 

The  second  proposal  in  section  1  provides  authority  for  Federal 
credit  unions  to  purchase  notes  from  licpiidating  credit  unions.  We 
realize  that  this  is  an  attempt  to  deal  with  a  jiroblem  that  liquidating 
credit  unions  have,  of  selling  their  notes. 

In  our  experience  this  has  not  been  a  problem  up  to  this  time.  Credit 
unions  having  sound  loan  portfolios  have  olfered  an  attractive  invest¬ 
ment  for  credit  union  stabilization  funds,  commercial  banks,  sales 
finance  companies,  and  other  institutions. 

Certainly  we  would  presume  that  the  credit  unions  would  not  be 
interested  "in  the  power  to  purchase  questionable  paper.  Therefore,  in 
our  opinion  this  proposal  would  actually  provide  no  additional  advan¬ 
tages  for  either  the  liquidating  credit  union  or  the  purchasing  credit 
union. 

We  do  not  feel  that  the  individual  credit  union  is  prepared  to  take 
on  the  aspects  of  a  discounting  facility. 

With  respect  to  section  3,  as  I  stated,  we  would  have  no  objection  to 
this  proposal  of  providing  for  an  educational  committee.  We  do  have 
some  reservations  about  the  duties  and  functions  of  the  committee 
which  are  outlined  in  section  5. 

Section  I  would  amend  section  15  of  the  act  my  removing  restric¬ 
tions  on  the  authority  of  loan  officers  who  are  now  restricted  in  ap¬ 
proving  loans  up  to  the  unsecured  loan  limit,  which  is  $750,  or  logins 
which  are  fully  secured  by  shares.  This  amendment  in  1959  did  give 
some  relief,  but  we  still  find  that  the  credit  committees  are  called  upon 
to  process  an  enormous  number  of  loan  applications  which  could  be 
handled  by  a  loan  officer  if  this  authority  was  delegated  to  him. 

In  our  opinion,  therefore,  we  would  think  that  this  would  be  a 
worthy  amendment,  and  we  would  recommend  enactment  of  this 
section. 

Section  5,  as  I  indicated,  outlines  the  duties  and  functions  of  the 
educational  committee,  which  are  quite  nebulous  in  our  opinion.  We 
feel  we  would  have  many  violations  of  this  section  of  the  act  and 
that  we  would  be  called  upon  then  to  impose  sanctions  and  that  any 
sanction  that  we  would  impose  certainly  would  be  excessive  in  the 
light  of  the  activities  proposed. 

So  we  are  of  the  opinion  that  this  provision  serves  no  purpose  and 
should  not  be  included  in  the  legislation. 

Section  6  is  a  substantial  change  in  the  basic  concept  of  reserves 
and  the  way  reserves  shall  be  computed.  It  transfers  the  computation 
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as  a  percentage  of  total  sliares  outstanding  to  the  percentage  of  total 
loans  outstanding,  and  it  reduces  the  niaximuin  reserve  from  10  to  7 
percent. 

The  proposal  of  necessity  raises  the  basic  question  of  what  consti¬ 
tutes  adequate  reserves  for  Federal  credit  unions.  The  present  lan¬ 
guage  lias  been  in  elfect  since  1949,  when  the  10  percent  limit  was 
added.  It  was  appai-ently  added  as  a  result  of  experience  in  the  various 
States. 

Xo  information  has  reached  us  that  Avould  indicate  that  the  present 
formula  provides  for  excessive  reserves  or  that  the  allocation  of  20 
percent  of  net  income  required  of  Federal  credit  unions  imposes  any 
undue  hardship  on  our  Federal  ci’edit  unions. 

One  indication  of  the  present  state  of  ali'airs  is  the  fact  that  Federal 
credit  unions  generally  have  been  able  to  keep  their  dividends  com¬ 
petitive  with  other  thrift  institutions. 

We  feel  vei-y  strongly,  therefore,  that  sufficient  statistical  informa¬ 
tion  should  be  developecl  before  any  decisions  are  made  regaixling  tlie 
adequacy  or  inadequacy  of  our  present  formula. 

We  willingly  concede  that  the  facts  that  we  have  at  our  disposal 
are  by  no  means  comprehensive,  and  we  ask  that  we  have  the  oppor¬ 
tunity  of  completing  a  study  which  we  hope  to  do  by  late  fall.  The 
delay  is  occasioned  by  the  fact  that  we  have  to  transfer  the  informa¬ 
tion  from  punch  cards  to  magnetic  tape. 

Though  we  regret  having  to  suffer  this  delay,  we  would  be  most 
reluctant  to  commit  ourselves  to  any  position  involving  a  change  in 
the  present  reserve  forimda  using  as  a  guide  only  the  data  which  is 
noAV  available. 

We  would,  therefore,  suggest  that  consideration  of  section  6  might 
appropriately  be  deferred  pending  completion  of  that  study,  and  in 
the  meantime  Ave  Avould  Avelcome  any  comments  or  suggestions  fi’om 
the  subcommittee  that  you  might  feel  Avould  guide  us  in  that  project. 

Finally,  as  I  said,  it  is  our  overriding  concern  that  there  be  safety 
and  solvency  in  the  Federal  credit  unions  and  consequently  protection 
of  the  members'  shareholdings. 

ReserA’'es  are  the  credit  union's  first  line  of  defense,  even  though  they 
are  called  on  in  relatii-ely  feAV  instances.  Far  from  being  a  burden, 
reserves  constitute  a  foundation  on  Avhich  our  Federal  credit  unions 
really  function. 

With  respect  to  section  7,  Ave  are  agreeable  to  the  tAvo  changes  Avhich 
are  proposed;  namely,  to  permit  dividends  to  be  paid  quarterly  and 
to  provide  for  a  10-day  grace  period  in  the  computation  of  the 
dividend. 

This  concludes  my  statement,  Mr.  Chairman. 

Senator  McIntyre.  Mr.  Gannon,  do  3’ou  belieA’e  one  of  the  func¬ 
tions  of  a  central  credit  union  bank  miglit  be  to  transfer  funds  from 
capital  rich  credit  unions  to  capital  poor  credit  unions  such  as  those 
being  organized  in  conjunction  Avith  the  poA^erty  program? 

Mr.  Gann^on.  Well,  I  think  that  the  poverty  program  is  something 
separate  and  distinct,  Mr.  Chairman.  I  think  the  problem,  as  is  indi¬ 
cated  in  the  statement  here,  of  the  credit  unions  going  into  liquidirtion 
and  having  an  opportimity  of  selling  their  loans  is  one  concept  of  a 
discount  facility.  The  other  is  to  permit  credit  unions  having  a  need 
for  funds  to  be  able  to  borroAv  funds.  The  jioverty  program  I  do  not 
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regard  as  being  one  that  should  be  financed  except  through  the  credit 
umons  themselves,  although  they,  of  course,  being  credit  unions, 
\\-ould  be  subject  to  the  same  rights  and  privileges  as  other  credit 
unions. 

Senator  McIntyre.  I  understand  there  is  about  a  billion  dollar 
surplus  right  now  in  credit  unions,  and  would  it  not  be  a  good  idea 
if  these  funds  could  be  transferred  into  areas  where  they  would  be 
more  helpful  and  serve  a  real  need  ? 

INIr.  Gannon.  Well,  that  is  true,  Mr.  Chairman.  I  do  not  have  the 
figures  handy,  but  the  Federal  credit  unions  have  quite  a  substantial 
investment  in  U.S.  Government  securities  and  shares  of  savings  and 
loan  institutions.  This  money  is  at  this  time  surplus  money  not  needed 
for  carrying  on  the  loan  functions  of  the  particular  credit  unions. 
And  there  would  be  some  advantage,  of  course,  in  having  this  in  a  cen¬ 
tral  facility  where  it  would  become  aYailable  for  those  having  need 
for  funds  to  apply  for  loans. 

Senator  McIntyre.  I  have  here  some  credit  union  statistics  indicat¬ 
ing  that  savings  total  $10.3  billion  and  loans  $9.2  billion,  leaving  a 
differential  there  of  about  a  little  over  a  billion  dollars. 

Mr.  Gannon.  Those  statistics  apparently  are  for  both  State  and 
Federal  credit  unions.  At  the  present  time,  Federal  credit  unions  have 
shares  outstanding  of  $4.9  billion  and  loans  outstanding  of  $4.3  bil¬ 
lion,  so  there  is  about  a  $600  million  difference  there. 

Senator  McIntyre.  I  understand  that  is  correct.^ 

IMoving  on  here,  why  do  you  feel  that  the  provision  permitting  the 
purchase  of  the  notes  of  the  liquidating  credit  unions  would  pose  a 
danger  ?  Could  not  adequate  procedures  be  developed  to  guard  against 
this  possibility  ? 

Mr.  Gannon.  I  think  basically,  Mr.  Chairman,  our  concern  is  that 
the  individual  credit  union  is  not  prepared  to  take  on  all  of  the  work 
that  goes  with  purchasing  paper  from  another  credit  union. 

Under  our  present  arrangements,  so  long  as  the  members  enjoy  a 
common  bond  under  our  Federal  Credit  FTnion  Act,  they  can  transfer 
from  one  credit  union  to  another.  This  has  happened  in  the  case  of 
the  closing  of  Defense  installations  throughout  the  country.^  These 
credit  union  members  have  been  able  to  join  another  credit  upion  be¬ 
cause  it  is  an  Air  Force  credit  union  or  an  Army  credit  union  or  a 
Navy  credit  union,  and,  therefore,  it  has  had  the  same  effect.  _ 

oil  the  other  hand,  there  is  quite  a  distinction  between  a  credit  union 
serving  the  Senate  employees  purchasing  notes  of  the  FTot  Shoppes 
Employees  Credit  Union.  These  matters  I  think  bring  a  different  con¬ 
text  to  the  operation. 

We  feel  that  an  individual  credit  union  could  not  successfully  func¬ 
tion  as  a  discount  facility.  This  should  be  more  properly  doiie^  in  the 
stabilization  funds  of  the  leagues  or  in  a  central  discount  facilit^-L 

Senator  McIntyre.  Well,  as  a  safeguard  on  this  purchase  of  paper, 
could  we  not  establish  a  limit  tliat  would  keep  under  control  tlie  amount 
of  workload  that  might  be  taken  on  by  any  particular  credit  union? 

INIr.  Gannon.  Basic  to  the  problem,  Mr.  Chairman,  is  the  collection 
of  these  loans.  If  a  credit  union  goes  into  liquidation,  it  may  be  because 
an  industrial  plant  is  closed  or  there  has  been  a  substantial  reduction 
in  force,  and  these  people  then  scatter  to  the  four  winds.  And  the  credit 
union  in  Washington,  D.C,  would  be  dealing  with  people  at  all  points 
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of  the  compass  in  trying  to  collect  tliese  loans,  and  it  just  does  not  have 
the  facilities  to  engage  in  this  activity. 

Senator  McIntyre.  From  3^our  point  of  view,  it  seems  to  bo  imprac¬ 
tical  from  many  areas  ? 

Mr.  Gannon.  That  is  our  view,  Mr.  Chairman. 

Senator  McIntyre.  AVith  respect  to  reserve  requirements,  your 
figures  show  that  on  the  average  credit  unions  are  substantially  below 
the  required  10  percent  despite  many  years  of  Iniilding  qp  reserves. 
Does  this  not  by  itself  indicate  the  reserve  requirement  is  too  high  ? 

Air.  Gannon.^ It  may,  Air.  Chairman.  MT  have  a  study  which  indi¬ 
cates  that  50  percent  of  our  Federal  credit  unions  now  have  reserves 
of  less  than  5  percent  of  their  total  shares.  Thirtj-nine  percent  of 
them  have  reserves  between  5  percent  and  9.9  percent.  And  11  percent 
roughly  have  reserves  in  excess  of  10  percent  or  more  of  shares. 

()ur 'report  also  indicates,  of  course,  that  on  the  average  credit  unions 
i^ow — Fedei’al  credit  unions — have  reserves  equal  to  7.2  percent  of  the 
loans  which  is  slightly  in  excess  of  the  amount  proposed  in  this  bill. 

Xow,  this  is  on  the  average,  and,  of  course,  the  matter  of  reserves  is 
somewhat  akin  to  having  adequate  fire  insurance  on  your  home.  If  you 
have  no  fire,  a  small  amount  of  insurance  is  adequate.  But  if  3’ou  have 
a  fire  3'ou  need  to  have  full  coverage. 

And  so  these  averages  are  somewhat  deceptive. 

It  would  be  our  thinking,  Air.  Chairman — and  we  are  not  holding 
an^’  brief  necessarily  for  the  present  provisions  of  the  Federal  Credit 
Unio]i  Act.  AAre  are' not  saying  that  this  is  the  answer.  But  we  would 
like  to  have  the  opportunitv'  of  making  a  more  elaborate  study  and 
tlien  of  being  able  to  furnish  information  which  w’e  think  might  re¬ 
sult  in  a  better  formula  than  that  proposed  by  this  bill. 

Senator  AIcIntyre.  Does  your  answer  indicate  that  onty  about  11 
percent  of  the  credit  unions  have  made  this  10-pcrcent  reserve  figure  ^ 

Air.  Gannon.  That  is  right. 

Senator  AIcInta're.  Could  vou  give  me  an  estimate  of  about  how’ 
long  it  takes  a  credit  union  on  the  average  to  build  up  to  that  10 
percent  ? 

Air.  Gannon.  I  am  sorry  I  do  not  have  that  information.  AAT  will 
try  to  give  it  to  you.  Air.  Chairman.  I  am  not  sure  until  we  get  into  this 
reserve  study  that  we  will  have  these  facts. 

Senator  AIcInta're.I  waint  to  thank  juu  veiw  much.  Air.  Gannon,  for 
coming  this  morning  and  giving  us  this  testimony’. 

(The  following  table  wais  received  for  the  record ;) 

Loans  outstanding,  loans  delinquent,  loans  charged  off  and  reserve  ratios  in  operating 
Federal  credit  unions.  From  date  of  organization  through  Dec.  SI,  1965 


[Federal  table  of  the  month] 


Total  loans 
outstand¬ 
ing 

Total  de¬ 
linquent 
loans 

Total  loans 
charged 
off  since 
organiza¬ 
tion 

Reserves 

Reserves/ 
loans  out¬ 
standing 
(percent) 

Reserves/ 
delin¬ 
quent  loans 
(percent) 

Reserves/ 

loans 

charged 

off 

(percent) 

isociational  groups— total. . 

$275, 245 

$18,797 

$7, 789 

$19,906 

7.23 

105.90 

255. 57 

Cooperatives _  _ 

66, 558 

3, 050 

1,566 

3,  853 

5. 79 

126.  33 

246.  04 

Fraternal  and  professional . 

62, 775 

4,763 

1,675 

5,822 

9. 27 

122.23 

3li9.  b5 

Religious _ _ 

72,711 

6,067 

2,272 

5.814 

8.00 

95. 83 

255.90 

Labor  unions _ _ 

57,4?n 

4,  058 

1,918 

3,460 

6.  03 

85.  26 

180.  40 

Other  associational  groups . 

15.7S2 

859 

459 

S56 

6.06 

111.29 

208. 27 
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Loans  outstanding,  loans  delinquent,  loans  charged  off  and  reserve  ratios  in  operating 
Federal  credit  unions.  From  date  of  organization  through  Dec.  SI,  1965 — Continued 


Occupational  groups— total. 


Agriculture _ _ _ 

Mining _ _ 

Contract  construction _ 

Manufacturing - 

Food  and  Kindred 

products _ 

Textile  mill  products 

and  apparel - 

Lumber  and  wood 

products _ 

Paperand  allied  prodocts. 
Printing  and  publishing... 
Chemicals  and  allied 

products _ 

Petroleum  refining _ 

Rubber  and  plastics 

products - - 

Leather  and  leather 

products _ 

Stone,  clay  and  glass 
products _ _ _ 


Pvtachinery,  including 
electrical - 


Motor  vehicles  and 

equipment _ 

Aircraft  and  parts. . 
Instruments ' - 


Transportation,  communication 

and  utilities _ 

Railroad  transportation  — 

Bus  transportation _ 

Motor  freight  transporta¬ 
tion  - _ 

Air  transportation _ 

Other  transportation _ 

Communications _ 

Telephone _ 

Utilities _ 

Wholesale  and  retail  trade _ 

Finance,  insurance,  real  estate. 

Services _ 

Hotels  and  other  lodging 

places _ 

Personal  services _ 

Miscellaneous  business 

secvices _ 

Medical,  other  health  serv¬ 
ices _ 

Hospitals _ 

Educational  services _ 

Elementary  and  sec¬ 
ondary  schools _ 

Colleges  and  universi¬ 
ties _ 

Other  services _ 

Government _ 

Federal  Government _ 

Civilian . . 

Military _ 

State  and  other  govern¬ 
ment _ _ _ 

Other  occupational  groups _ 


Urban  community. 
Rural  community.. 


Total. 


1 

Total  loans 

Reserves,! 

Reserves/ 

Total  loans 

Total  de- 

charged 

loans  out- 

delin- 

outstand- 

linquent 

off  since 

Reserves 

standing 

quentloans 

ing 

loans 

organiza- 

(percent) 

(percent) 

tion 

$3,543,400 

$92,215 

$77,  727 

$267, 268 

7.54 

289. 83 

13, 873 

257 

128 

2,  056 

14.  82 

800.  00 

11,590 

493 

338 

934 

8.06 

189. 45 

7]  176 

77 

95 

511 

7.12 

663.64 

1,511,906 

38,619 

35, 245 

125, 554 

8.  30 

325. 11 

88,730 

2,915 

2, 614 

7,561 

8.  52 

259. 38 

28,217 

693 

850 

2,313 

8. 20 

333. 77 

27,260 

958 

1,067 

1,807 

6.63 

188. 62 

96;  236 

2,185 

1,473 

8. 391 

8.72 

3ii4. 

43; 281 

1,377 

969 

3,707 

8.  56 

269. 21 

121,999 

2,277 

1,807 

11,328 

9. 29 

497. 50 

108,911 

2,  897 

2,395 

11,877 

10.91 

409.98 

40, 002 

1,025 

1,380 

3,263 

3.16 

318. 34 

3,822 

169 

103 

260 

6. 80 

153.  S5 

57,159 

1,856 

1,519 

5,078 

8. 88 

273.60 

159,328 

5,249 

3,040 

14, 667 

9.21 

279.  42 

53,996 

1,805 

2,004 

5,024 

9.30 

27S.  34 

243.472 

6,502 

6.176 

19,511 

8.01 

300.  03 

383, 664 

6,792 

8, 298 

25, 864 

6. 74 

380.  80 

191,573 

4,645 

4,343 

11,621 

6.  07 

250.18 

177,774 

1,819 

3, 682 

13, 342 

7.51 

733. 48 

35, 434 

1,243 

852 

3, 065 

8.65 

245.  59 

20,  395 

672 

698 

1,836 

9.  CO 

273.21 

434,204 

11,458 

10, 023 

36, 066 

8.31 

314. 76 

99,732 

4,699 

3,  294 

9,180 

9.20 

195.  36 

45,277 

1,633 

1,444 

4,303 

9.  50 

262. 70 

35,  480 

1,219 

S6S 

2,206 

6.22 

180.97 

33,421 

405 

646 

2,352 

7.04 

580.74 

4,621 

160 

135 

470 

10.17 

293.75 

144,  436 

1,693 

2,479 

11,031 

7. 64 

651.57 

140,977 

1,562 

2,399 

10,810 

7.67 

692.  06 

71.237 

1.645 

1,157 

6,523 

9.16 

b4 

129, 572 

3,751 

5, 170 

9,529 

7.35 

254. 04 

25. 370 

448 

513 

1.953 

7.70 

435. 94 

328, 237 

10, 060 

5,012 

21,059 

6.  42 

209. 33 

2,  840 

116 

208 

187 

6.  58 

161.21 

1,266 

71 

78 

99 

7.82 

139.44 

27,602 

706 

621 

1,640 

5.  94 

232. 30 

18,822 

632 

521 

768 

4.08 

121.52 

17,928 

614 

503 

729 

4. 07 

118.73 

262,169 

8,121 

3, 144 

17,210 

6.  56 

211.92 

219,608 

7,140 

2,511 

14,987 

6.82 

209. 90 

41,761 

960 

602 

2. 189 

5. 24 

228. 02 

15,  539 

414 

439 

1,155 

7.43 

278.  99 

1,081,376 

27, 043 

21,201 

69, 601 

6.  44 

257,37 

770,  404 

19, 566 

16,667 

45,481 

5.90 

232.  45 

269,641 

10;  326 

6,187 

18,932 

7.02 

183.  34 

500,  763 

9, 239 

10,481 

26, 550 

5.  30 

287.  37 

310,972 

7, 477 

4,534 

24,120 

7.76 

322.  59 

97 

9 

2 

3 

3.  09 

bJ.  ob 

46, 163 

2, 690 

1,240 

3,315 

7.18 

123,23 

12,  469 

723 

330 

901 

7.23 

124. 62 

33, 684 

1,967 

910 

2,415 

7.17 

122. 78 

3, 864, 809 

113,701 

65,757 

290, 489 

7.52 

255.  49 

loans 

charged 

off 

(percent) 


343. 85 


1,606.25 
276. 33 
537.  89 
356. 23 

289. 25 

272.  12 

169.  35 
569.  65 
382.  56 

626.90 
495.  91 

236.45 

252.  43 

334.  30 
432.  47 
250. 70 

315.  92 

311.69 

267.  58 
362,  36 
359. 74 
263. 64 

359.  83 

273. 69 
297.  SS 

254.15 
364.  09 

343.15 
444.  98 
450. 60 
563. 79 
134.31 

380.70 
420. 17 

89. 90 

126.92 

264.  09 

147.41 

144.93 
547.  39 

596.  85 

363. 62 
263. 10 
328,  29 
272.  88 
306.  00 

253.  32 

531.98 
150.  00 

267.  34 


273.  03 
265.  38 


334.  83 


>  Professional,  scientific,  controlling  instruments;  photographic  and  optical  goods;  watches  and  clocks. 
-  Including  warehousing. 
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Senator  ]McInttre.  "We  will  move  on  to  onr  next  witness,  Dr.  Ken¬ 
neth  J.  Marin,  representing  CUXA. 

STATEMENT  OE  KENNETH  J.  MAEIN,  EXECUTIVE  COMMITTEE 
MEMBER,  CUNA  INTERNATIONAL,  INC. 

]\Ir.  Marin.  In  the  interests  of  academic  honest}',  let  me  deny  the 
“doctor,”  first  of  all. 

Gentlemen,  in  order  to  save  some  time,  if  I  may  I  will  just  sort  of 
summari2:e  the  two  statements  you  have  been  supplied,  one  on  S.  1081. 

AYe  would  take  some  exception  to  some  of  the  prior  testimony, 
pai’ticularly  that  of  Mr.  Smith  of  the  Treasury  Department,  and  I 
think  that  the  position  is  reasonably  well  made  in  the  longer  state¬ 
ment  which  I  will  not  read. 

But  let  me  just  say  briefly  that  we  feel  strongly  that  there  is  a  real 
service  to  be  paid  to  Federal  employees  by  permitting  payroll  de¬ 
ductions.  AA^e  emphasize  “permitting.”  There  is  no  coercion.  There  is 
coercion  now — we  feel  that  there  would  be  a  substantial  advantage  to  { 
Federal  employees  by  permitting  payroll  deductions  through  their 
credit  union  membership.  AA^e  do  not  feel,  of  course,  that  this  would  be 
at  all  coercive. 

AA^e  feel  that  the  present  arrangement  where  the  only  type  of  savings 
deductions  allowed  is  the  bond  program  is  indeed  coercive.  And  I 
think  that  this  point  was  made  by  a  number  of  the  members  of  this 
committee  in  the  questioning  of  Mr.  Smith  after  his  testimoii)'. 

But  it  seems  to  me  to  the  extent  that  we  allow  payroll  deductions 
for  bonds  and  do  not  allow  payroll  deductions  for  credit  unions,  this 
tends  to  be  a  coercive  shift  toward  bonds, 

Xow,  again,  just  as  INIr.  Smith,  of  course,  had  strong  words,  kind 
Avords  for  credit  unions,  I  ivould  do  the  same  for  the  bond  program. 
But  it  seems  to  me  that  the  Federal  employee,  if  he  wants  bonds, 
should  buy  the  bonds.  And  if  he  wants  credit  union  shares,  he  should 
l)uy  the  credit  union  shares.  And  I  am  reasonably  sure  that  is  Avhat 
he  is  going  to  do. 

But  at  the  present  time  ive  make  it  much  easier  for  him  to  buy 
bonds.  And  the  mere  fact  that  the  Treasury  apparently  fears  that  if 
given  a  free  choice  the  free  choice  Avonld  be  exercised  in  favor  of  the  . 
credit  union  seems  to  me  to  be  a  rather  negative  approach  tOAvard  the  ' 
welfare  of  the  employee. 

And  that  Avould  be  the  basis  of  our  position  really  in  respect  to  the 
advocacy  of  payroll  deductions  under  S.  lOSI. 

^Ye  Avould  further  comment  briefly  on  Deane  Gannon's  excellent 
testimon}^  in  Avhich  he  indicated  that  a  provision  noAv  exists  Avhereby 
this  may  be  granted  by  individual  action  in  specific  cases.  As  a  matter 
of  fact,  hoAvever,  it  is  not  being  granted,  and  that  is  the  reason  Ave  seek 
legislation  which,  to  remind  you,  in  S.  1084  avouIcI  specify  on  line  10 
that  the  employee  “shall  have  the  right.”  It  no  longer  becomes  dis¬ 
cretionary  as  to  Avhether  he  Avill  be  denied  the  right  or  gii’en  the 
right. 

As  it  is  noAv  (in  the  bill),  he  can  have  the  right  to  payroll  deduction 
if  he  wishes. 

AA"e  will  again  emphasize  it  will  be  at  absolutely  no  cost  to  the 
Government. 
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Mr.  Smitli  commented  that  he  felt  there  would  be  some  problems 
in  determining  what  the  costs  are.  The  Treasury  in  prior  testimony 
on  another  bill  has  indicated  that  the  computation  of  mailing  a  Treas¬ 
ury  check  to  a  banking  organization  and  the  ultimate  cancellation 
of'that  by  the  Treasury  in  some  five  steps,  which  even  include  cost  of 
the  window  envelope  and  the  postage  at  5  cents  and  so  on,  comes  to 
something  like  7i/4  cents — -.07280. 

Mliatever  it  costs,  the  important  point  is  the  legislation  requires 
the  credit  union  to  reimburse  the  full  cost.  So  the  cost  is  a  specious 
argument. 

The  assumption  by  Mr.  Smith  and  Treasury  that  it  would  be  to 
the  disadvantage  of  the  credit  union  is  simply  not  borne  out  by  a  great 
deal  of  study  on  our  part.  We  are  well  aware  of  the  fact  that  those 
credit  unions  with  payroll  deduction  operate  more  efficiently  and  at 
less  cost.  He  indicated  that  in  the  case  of  private  industi’y  credit  unions 
perhaps  there  is  not  a  corollary  because  in  this  instance  the  credit 
union  does  not  reimburse  the  corporation.  It  frequently  does.  Again 
this  depends  obviously  upon  the  attitude  of  the  corporate  stall  toward 
their  credit  union,  whether  they  want  to  assume  a  cost  of  perhaps  7 
cents  a  transaction  on  behalf  of  their  employee  or  whether  they  want 
the  credit  union  to  assume  it. 

But,  in  any  case,  frequently  the  credit  union  does  assume  the  cost. 
It  is  to  the  advantage  of  the  credit  union  to  assume  the  cost,  because 
essentially  it  is  a  highly  efficient,  automated  cost  which  would  other¬ 
wise  be  replaced  by  an  over-the-counter  transaction  that  isynuch  more 
costly  on  an  individual  basis  rather  than  the  bookkeeper  sitting  down 
with"  a  long  IBM  run,  or  magnetic  tape,  or  card  pack,  or  something- 
like  this. 

Payroll  deduction  is  undoubtedly  vastly  more  efficient  and  less  costly 
and  to  the  advantage  of  the  credit  union. 

I  would  submit  this  is  really  a  specious  argnment.  I  do  not  want  to 
take  too  much  time  with  it. 

S.  1084  generally  I  think  has  a  great  deal  going  for  it,  and  it  seems 
to  me  as  I  listened  this  morning  the  arguments  submitted  against  it 
are  essentially  special  interest  arguments. 

Now,  you  could  argue  I  suppose  that  my  arguments  are  special  in- 
tei-est  arguments  for  it.  If  so,  I  would  ask  that  the  weight  of  the  argu¬ 
ments  be  put  side  by  side  and  come  to  your  own  decision. 

I  would  like  to  speak  now  on  S.  1085,  unless  you  prefer  to  ask  some 
questions  right  now  on  S.  1084  perhaps. 

Senator  McIntwre.  Why  do  you  not  gq^right  ahead. 

Mr.  Marin.  I  will  go  right  ahead  with  S.  1085. 

This  is,  of  course,  a  bill  in  which  we  find  the  Federal  Bureau  in  sub¬ 
stantial  agreement  with  us  on  a  number  of  positions  and  I  think  in 
minor  disagreement  on  one  or  two  others. 

(At  this  point,  Senator  Proxmire,  chairman  of  the  subcommittee, 
assumed  the  chair.) 

We  would  first  of  all  point  out  in  the  prepared  testimony  that  has 
been  submitted  at  the  bottom  of  the  very  first  page,  as  to  corrections, 
there  is  a  technical  error  in  the  bill  in  section  2  that  is  inadvertently 
labled  section  3,  and  everything  is  out  of  line  from  there  on. 

Let’s  refer  to  the  original  labeling  in  the - 

Senator  Proxmire.  Are  you  referring  to  your  statement  ? 
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a\rr.  Marin.  No.  On  the  first  pao-e  of  my  statement,  Senator  Prox- 
mire,  at  the  bottom,  there  is  a  seetion  “Corrections,"'  and  it  points  out 
first  of  all  there  is  a  technical  error  in  tlie  printino-  of  the  hill,  that 
section  2  does  not  exist  in  the  bill.  What  is  labeled  section  3  should  be 
section  2,  and  so  on. 

But  in  all  prior  references  and  I  'would  suo-oest  in  my  continued  ref¬ 
erences  I  will  number  them  as  they  appear  in  the  actual  text  of  the  bill. 

Section  3  is  the  one  -which  in  the  bill  discusses  the  education  com¬ 
mittee. 

We  -would  at  this  point  be  willinff  and  in  fact  desirous  of  omitting 
section  3  and  section  5  from  the  act  as  we  would  propose  it  to  be  passed. 
This  is  in  line  with  action  taken  by  the  board  of  the  CUNA  Interna¬ 
tional  at  its  May  meetings  in  Dallas,  Tex.,  when  in  some  further  dis¬ 
cussion  of  the  education  committee  they  in  effect  now  agree  with  the 
Federal  Bureau's  essential  position  that  it  is  not  desirable  and  not 
necessary. 

M"e  would  be  quite  happy  to  omit  sections  3  and  5  from  our  proposal 
as  well. 

So  Ave  are  in  agi-eement  essentially  I  think  AA'ith  the  Federal  Bureau 
on  this. 

The  Federal  Bureau  has  some  exceptions  to  section  1,  and  I  atouIcI 
just  comment  briefly  on  that. 

I  think  one  of  the  exceptions  that  they  take  is  that  it  perhaps  AA-eak- 
ens  the  concept  of  the  common  bond  to  alloAA'  credit  unions  for  ]mr- 
poses  of  liquidity,  soDency,  to  purchase  notes  of  liquidating  credit 
unions. 

Xote  specifically,  gentlemen,  hoAA'eA'er,  that  the  act  as  it  is  iioaa’ 
offered  does  this  Avithin  the  iuA'estment  authority  of  the  credit  union. 
It  does  not  take  these  people  into  membership  of  the  credit  union,  and 
it  does  not  A’iolate  the  common  bond. 

In  other  Avords,  a  credit  union  could  purchase  the  notes  of  a  liquidat¬ 
ing  credit  union  as  an  iiiA^estment  in  precisely  the  same  Avay  that  it 
purchases,  say,  GoA^ernment  bonds  as  an  iii'A’estment.  It  Avould  in  the 
process  certainly  be  helping  a  cousin,  if  you  AA'ill,  or  helping  an  uncle, 
and  in  a  broad  sense  of  the  common  bond  of  the  credit  union  family  it 
would  be  perhaps  a  more  useful  ty]ie  of  iiiA-estment  in  the  credit  union 
family  picture,  but  it  aa-ouIcI  not  A'iolate  the  common  bond. 

lY  e  AA'ould  also  remind  you  that  under  many  of  the  State  acts,  for 
instance,  at  the  present  time  credit  unions  are  permitted  iiiA^estments 
in  any  bank-eligible,  high-grade  corporate  security,  generally  the 
first  several  ranges  of  the  Yloocly  or  Poor  ratings. 

And  credit  unions  noAv.  State  chartered  credit  unions,  are  iiiA^esting 
in,  say,  General  Motors  debentures  and  A.T.  &  T.  debentures,  and  so 
on,  Avhen  excess  funds  exist. 

We  think  it  atouIcI  be  better  to  help  a  liquidating  credit  union,  and 
this  act  pi’oposed  under  Federal  legislation  for  the  Federal  credit 
unions  Avould  expand  the  iiiA'cstment  concept  and  avouIcI  not  in  any 
sense  Auolate  the  common  hond. 

There  are  one  or  tAvo  other  things  that  I  Avould  speak  to  specifically 
and  then  ask  for  Avhatever  que,stions  you  might  ask. 

_  In  rerqiect  to  the  stabilization  programs  referred  to  in  part  1  of  sec¬ 
tion  1  you  haA’e  a  proposed  amendment  here  Avhich  would  cover  the 
existing  stabilization  and  resei’A’e  programs  of  GUNA  and  various 
State  leagues.  IVe  hai^e  about  34  or  35  State  leagues  that  have  some 
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type  of  existing  stabilization  programs  for  credit  unions  that  are  either 
temporaril}^  insolvent  or  are  actually  liquidating. 

Probably  the  most  significant  one — the  one  I  am  most  familiar  Avith 
by  virtue  of  my  OAvn  association  in  the  Michigan  league  Avith  it — is 
the  one  Ave  speak  of  most  in  the  statement.  I  Avill  not  go  into  detail, 
but  it  is  significant  that  under  this  program  in  better  than  10  years 
there  has  never  been  a  liquidated  credit  union  a  member  of  the  Michi¬ 
gan  league  that  has  not  paid  oft'  100  cents  on  the  dollar.  And  in  some 
instances  it  has  been  at  the  expense  of  very  substantial  sums  from  the 
stabilization  reserves. 

Despite  the  fact  that  this  record  of  a  100  percent  payout  is  uoav  more 
than  10  years  old,  there  are  currently  in  this  one  State  accumulated, 
immediately  aA-ailable  reserves  of  about  a  million  and  a  quarter  dollars 
right  noAv.  In  other  Avords,  they  have  not  just  barely  made  it.  They 
have  been  building  their  reserA^es  AA'hile  haA’ing  this  enviable  record  of 
a  stabilization  program. 

Unfortunately,  most  of  the  States  aren’t  this  Avell  equipped.  And 
this  AA’ould  hopefully  giA'e  a  legislatiA^e  aA’enue  for  some  strengthening 
of  the  existing  stabilization  programs  in  some  35  States  noAV. 

IVe  have,  of  course,  substantial  agreement  from  the  Bureau  on 
the  authorities  of  the  loan  officer.  IVe  tliink  that  the  loan  officer  legis¬ 
lation  of  a  number  of  years  back  has  Avorked  remarkably  Avell.  The 
Bureau  shares  this  feeling.  And  the  extension  is  a  reasonable  one, 
and  apparently  the  Bureau  agrees. 

IVe  h  a  AT  some  suggestions  on  modernization  of  dividend  payments. 
There  are  some  of  these  other  points  that  are  discussed  in  the  state¬ 
ment  in  detail  Avhich  I  Avill  not  touch  on. 

I  Avould  like,  hoAvever,  to  take  a  moment  or  Iavo  Avith  the  provi¬ 
sion  on  resei'ATS.  The  resei'A'es,  of  course,  are  currently  based  upon 
the  total  assets  of  the  credit  union,  the  members’  shares  being  the 
primary  asset.  The  proposal  in  this  legislation  is  to  relate  the  reserve 
to  the  liabilities,  to  the  loans,  and  to  make  that  relationship  7  percent 
of  loans  as  the  goal  for  a  credit  union  reserve. 

As  Deane  Gannon  has  indicated,  the  1966  figures  sIioav  for  the  Fed¬ 
eral  credit  unions  as  a  group  the  figure  has  noAv  reached  7.2  percent 
Avhen  related  to  outstanding  loans. 

It  is  significant  to  note,  hoAATA’er,  that  that  figure  as  recently  as  10 
years  ago  Avas  4.7  percent  related  to  loans. 

Again  I  avouIcI  emphasize  the  groAvth  from  4.7  to  7.2  in  a  period 
of  10  years  at  a  rather  steady  rate — annually  4.7,  5.0,  5.5,  5.5,  5.5, 
6.0,  6.3,  6.6,  6.8,  6.9,  and  7.2.  ‘ 

XoAA",  as  Ave  haAT  gone  from  less  than  5  perceiit  to  more  than  7 
percent  in  relation  to  a  sharply  increasing  amount  of  loans,  the  dol¬ 
lar  A-alue  has  gone  from  less  than  $50  miliion  to  around  $300  million. 
So  our  resei'ATS  have  been  groAving  dramatically.  _ 

The  cumulative  figure  of  loan  Avriteoffs — ^this  is  all  Federal  credit 
unions,  and  this  is  the  Federal  Bureau  data — is  0.23  of  1  percent  of 
all  loans  made  from  the  inception  of  the  act  to  the  present  time  have 
been  charged  off  as  uncollectible — 0.23  of  1  percent  of  loans. 

IVe  are  sucgesting  a  reserAT  ratio  of  7  percent  of  loans  Avhich  is 
roughly  28  times  or  something  like  that  the  experience  to  date  on  loan 
Avriteoffs  cumulatiATly. 

XoAV,  admittedly,  we  may  be  playing  games  with  statistics,  and 
I  am  not  suggesting  28  times  is  really  significant.  But  it  is  a  big  chunk 
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of  reserves  that  the  credit  unions  are  now  holding  in  terms  of  any 
reasonably  anticipated  loan  losses. 

And  really  what  this  legislation  as  proposed  would  seek  to  do  is 
to  stabilize  the  relative  figure,  not  the  absolute,  stabilize  the  relative 
figure  at  about  7  percent  where  it  is  now. 

We  think  we  have  way  more  than  we  need.  We  do  not  suggest  it 
be  cut  back.  As  a  matter  of  fact,  the  7  percent  figure  if  written  into 
law  would  mean  a  very  substantial  increase  in  reserves  measured 
on  dollar  value  every  year,  because  as  loans  go  up  reserves  would 
go  up,  and  it  would  stay  at  the  7  percent  figure,  which  is  now  better 
than  50  percent  higher  than  it  was  10  years  ago  and  we  feel  is  much 
more  than  adequate. 

The  only  suggestion  really  I  woidd  make  in  my  summation  is  that 
CUNA,  as  I  think  you  gentlemen  are  aware,  is  an  association  of  leagues 
representing  credit  unions  throughout  the  United  States,  Can¬ 
ada,  indeed  throughout  the  world.  We  are  concerned  here,  of  course, 
only  Avith  the  U.S.  credit  unions  Avhich  would  be  affected  by  Federal 
legislation.  But  we  have  researched  these  things  carefully.  We  feel 
that  we  are  asking  for  some  very  reasonable  goals. 

We  are  very  happy  that  with  most  of  the  major  points  that  the 
Bureau  of  Federal  Credit  Unions  is  in  agreement  with  us.  The  rela¬ 
tionship  of  CUXA  to  the  Bureau  of  Federal  Credit  Unions  has  been 
and  continues  to  be  an  excellent  one,  and  Ave  are  quite  aware  of  the 
possibility  that  some  of  this  perhaps  could  be  draAvn  Avith  a  little  more 
precision.  We  would  be  most  happy  obviously  to  seek  to  Avork  out  with 
the  Bureau  better  wording  if  some  better  Avording  is  possible. 

But  we  would  strongly  urge  your  support  of  S.  1084  and  S.  1085, 
because  Ave  think  it  is  good  legislation,  honest  legislation  to  help  lots 
of  Federal  employee  credit  unions.  And  S.  1085,  more  broadly,  Avould 
help  all  Federal  credit  unions  whether  Federal  employees  or  others. 

Thank  you  very  much,  sir. 

Senator  Proxmire.  Thank  you  A^ery  much,  Mr.  Marin.  It  is  good 
to  have  such  good,  strong,  articulate  representation  of  the  credit 
unions,  because  all  of  us  agree  they  have  served  a  Avonderful  purpose, 
and  they  have  a  great  future,  and  we  certainly  Avant  to  do  all  we  can 
to  help  them  and  encourage  them  in  any  legitimate  way  we  can. 

I  want  to  apologize  for  not  being  here,  and  I  want  to  thank  Senatol 
McIntyre  for  his  Avonderful  help.  He  had  to  absent  himself  from  other 
meetings  in  order  to  be  here  I  am  sui’e,  and  I  deeply  appreciate  that. 

The  objection  of  the  Treasury  to  the  deduction  is  one  that  seems 
to  me  the  most  serious  and  the  toughest  obstacle  to  S.  1084. 

They  argue  that  this  Avould  seem  to  open  the  door,  and  Avhere  would 
you  draAv  the  line?  If  credit  unions  can  have  these  deductions,  Avhy 
should  not  banlvs  and  savings  and  loans  and  eA^ery  other  kind  of  sav¬ 
ings  institution  anybody  can  dream  of  ? 

And  while  this  is,  as  you  say,  an  extraordinarily  efficient  way  for 
people  to  save,  doesn't  it  seem  that  it  would  impose  a  burden  on  em- 
l)loyers  all  over  the  country  and  increase  the  cost  if  you  cannot  draAv 
the  line  Avith  credit  unions?  And  if  you  draw  it  now,  can  you 
justify - 

Mr.  Marin.  Well,  Senator  Proxmire,  first  of  all,  I  think  you  could 
just  clraAv  the  line.  But  I  would  not  personally  advocate  you  di’aAv  the 
line,  because  it  seems  to  me  if  I  were  doing  that  I  Avould  be  falling  into 
the  same  specious  argument  the  Treasury  Department  has  fallen 
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into — that  we  want  a  captive  audience.  And  I  do  not  think  that  is 
the  way  it  shovdd  work  in  a  competitive  kind  of  society. 

I  think,  as  a  matter  of  fact,  that  a  credit  union  is  very  different 
than  a  bank  or  a  savings  and  loan  or  any  other  financial  institution 
vis-a-vis - 

Senator  Proxmire.  You  say  we  should  go  ahead  and  authorize  all 
savings  institutions  ?  .... 

Mr.  Marin.  Yes,  as  long  as  they  pay  the  full  cost.  Notice  that  that  is 
in  the  legislation.  This  is  no  cost  whatsoever  to  the  Federal  Govern¬ 
ment. 

Senator  Proxmire.  I  am  dissatisfied  the  Treasury  Department  was 
not  able  to  come  up  with  much  of  a  cost  estimate  as  I  read  their  state¬ 
ment  hurriedly.  Perhaps  they  did. 

Mr.  Marin.  They  have  on  prior  occasions.  Senator,  and  I  think,  as 
a  matter  of  fact,  it  could  be  done. 

This  is  one  that  I  quoted  briefly.  This  was  provided  by  the  Treas¬ 
ury  Department  in  respect  to  the  one-check  payroll  plan  at  the  time 
that  hearings  were  held  on  that  in  January  of  1966.  And  the  Treasury 
Department  supplied  cost  estimates  then  on  the  cost  of  printed  checks, 
cost  of  window  envelopes,  cost  of  postage,  the  Treasury  processing, 
the  machine  preparation,  the  cost  of  issuing  and  collecting  the  check. 

Now,  again,  it  seems  to  me  that  the  efficiencies  of  automated  data 
processing  payroll  deductions  are  so  great  that  if  you  took  a  real  wild 
ball-park  estimate  of  costs  and  then  added  100  percent  to  take  care 
of  contmgencies  that  you  overlooked  and  added  another  100  percent  on 
to  take  care  of  the  possibility  that  there  are  some  hidden  overhead 
charges,  you  would  still  come  up  with  a  much  more  efficient  way  of 
handling  it. 

And  many  employers,  for  instance,  have  done  this.  They  have  indi¬ 
cated  so  many  cents  an  item  for  processing  every  payroll  decluction 
as  a  cost  to  the  credit  union.  And  they  don’t  attempt  to  justify  it. 

Now,  I  think,  as  a  matter  of  fact,  the  Treasury  has  indicated  about 
what  it  would  cost,  and  perhaps  it  would  be  something  like  7  cents 
for  each  total  check  issued. 

Now,  this,  notice,  indicates  five  of  that  is  the  actual  postage  of  mail¬ 
ing  a  check.  Presumably,  if  this  were  a  lump  sum  payroll,  you  would 
eliminate  substantial  numbers  of  those  charges. 

But  I  submit  that  even  if  it  were  7  or  8  cents  an  item,  the  likelihood 
is  that  it  costs  the  credit  union  more  to  service  it  now,  and  it  is  certainly 
a  much  greater  inconvenience  for  the  Federal  employee  when  he  must 
physically  walk  to  the  credit  union,  take  a  teller’s  time,  make  out  a  de¬ 
posit  slip,  get  a  receipt  for  his  savings,  and  have  that  ultimately  posted 

to  a  machine.  t  • 

Senator  Proxmire.  This  is  all  on  the  assumption  that  credit  miions 
alone  do  this.  Suppose  you  have  credit  unions  and  savings  and  loans 
and  banks  and  various  other  groups  that  get  into  the  act.  I  suppose 
maylie  even  insurance  operations,  because  that  is  a  form  of  savings. 
Does  this  not  make  it  complex  ? 

Mr.  Marin.  Here  we  are  talking  about  the  Federal  Government 
though.  Senator,  who  by  and  large  are  going  to  be  computerized  all 
the  way.  This  is  payroll  deductions  now  for  Federal  employees  in 

S-1084:  ,  .  ,  , 

Senator  Proxmire.  You  are  talking  about  simply  h  eaeral  em- 

ploj^ees  ? 

ISIr.  Marin.  Yes. 
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Senator  Proxmire.  I  see. 

Mr.  Marin.  As  such,  of  course,  it  would  be  thoroujilily  computerized 
operation.  I  think  that  is  correct.  Or  almost  thoroughly  computerized. 

Senator  Proxmire.  Then,  of  course,  the  other  objection  which  they 
had  which  they  feel  very  strongly  alxmt  because  it  is  so  important  to 
them  is  what  this  would  do  ho  savings  bond  investment,  which  they  say 
is  such  a  matter  of  national  priority  and  a  matter  of  providing  for 
tlie  strongest  possible  hedge — I  mean  policy  of  preventing  inflation — 
and  of  making  money  available  to  the  Federal  Government  for  Fed¬ 
eral  Government  purposes  rather  than  have  it  enter  the  private  econ¬ 
omy  where  if  it  goes  into  credit  unions  and  especially  if  it  goes  into 
lianks  and  savings  and  loans  it  would  go  into  investment  which  has 
inflationary  elTects  also. 

Mr.  jMarin.  Except  that — and  ajiain  without  trying  to  really  take 
too  mucli  time  on  this — professionally  I  am  an  economist,  chairman  of 
the  department  of  economics  of  Aquinas  College  in  Grand  Rapids, 
Mich.,  and  I  think  it  is  a  fairly  well-known  fact  in  terms  of  money 
and  banking  theoiy  that  the  savings  bond  program  is  essentially  a 
psychological  program  that  has  great  merits.  And  I  support  it.  But 
it  is  an  inefficient  program. 

Senator  PRoxMniE.  It  is  what  ?  Efficient  or  inefficient  ? 

INIr.  Marin.  An  inefficient  program.  The  savimrs  bond  device  is 
among  the  most  costly  methods  of  the  Treasury  forcing  savings  on 
the  people. 

If,  for  instance,  they  issued  instead  of  nonnegotiable  series  E  type 
or  freedom  share  type  instruments — >if  they  instead  went  to  negotiable 
instruments  and  sold  them  through  the  banking  industry - 

Senator  Proxmire.  IVell,  they  reach  different  people.  The  kind  of 
jieople  who  can  invest  part  of  their  pay,  the  kind  of  Federal  em- 
jiloyeos  who  invest  part  of  their  pay,  in  savings  bonds  by  and  large  are 
the  gi’oat  generality  of  Federal  employees.  The  Federal  employee  who 
can  enter  the  bond  market  and  buy  negotiable  instruments  is  a  pretty 
small  portion. 

]\fr.  ]V[arin.  Directly,  Senator.  But  indirectly  it  all  washes  off  in 
control  of  inflation.  For  instance,  any  time  a  banking  system - 

Senator  Proxmire.  It  may  wash  off,  but  you  are  just  not  going  to 
persuade  the  mass  of  people  with  relatively  modest  incomes  to  save 
monev  by  putting  their  money  into  negotiable  instruments,  because 
thev  just  do  not  have  that  kind  of  money.  You  buy  a  $1,000  bond  or 
$5,000  in  bonds-^ - 

]\fr.  INTartn.  Except  if  we  get  to  where  we  started  the  main  reasbh 
they  are  susrgesting  this  is  not  that  the  savings  are  not  going  to  occur. 
This  individual  presumably  is  going  to  save  in  his  credit  union  instead 
of  saving  with  the  Treasury.  This  is  the  objection. 

Senator  Proxmire.  That  is  a  big  presumption.  It  may  lie  true.  It 
undoubtedly  is  true  with  some. 

Mr.  INTartn.  I  think  it  is  not  true. 

Senator  Proxmire.  It  is  also  true  when  you  have  some  of  the  drives, 
and  some  of  them  have  been  exposed  as  coercive.  Nevertheless,  there 
is  also  a  psychological  element  here  that  people  do  sav  they  want  a 
hundred  percent  representation  and  they  begin  to  think  about  it  and 
they  do  save  where  otherwise  maybe  they  would  not.  But  in  many 
cases  they  definitely  would  not.  So  that  in  this  sense  it  does  serve  a 
purpose  of  stemming  inflation  by  taking  money  out  of  the  spending 
stream. 
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I\[r.  Marin.  Its  psychological  value  I  tliink  primarily  is  the  sense 
of  direct  participation.  That  is,  when  a  Federal  employee  or  anyone 
on  payroll  deduction  for  bonds  buys  a  bond,  he  has  a  direct  and  immedi¬ 
ate  feeling  that  he  has  bought  a  bond. 

If,  how^ever,  he  puts  money  in  a  credit  union,  and  let’s  presume  that 
this  gives  the  credit  miion  more  liquidity  than  they  need  and  they  buy 
a  bond,  he  does  not  know  this. 

But  the  point  I  am  making  is  the  Treasury  can  sell  all  the  bonds  it 
needs  to  sell,  and  it  can  do  it  more  efficiently,  by  selling  them  in  large 
blocks  of  negotiable  instruments.  And  this  is  a  well-known  fact  in 
terms  of  the  study  of  money  and  banking. 

Now,  all  I  am  saying  is  that  it  does  not  ultimately  matter  who  buys 
tile  bond,  whether  it  is  the  individual  who  buys  it  retail  in  a  small, 
inefficient  chunk  or  whether  it  is  bought  by  a  bank  or  someone  else  in 
the  financial  institutions  field.  The  ultimate  inflationary  or  deflation¬ 
ary  effect,  as  the  case  may  be,  is  going  to  be  the  same. 

>  Senator  Proxmire.  Except  there  will  be  a  bigger  market  for  bonds 
ecause  people  who  have  the  kind  of  money  that  enables  them  to  buy 
negotiable  instruments  would  tend  to  buy  the  bonds  anyway.  But  as 
your  market  gets  bigger,  more  people  are  willing  to  buy  bonds.  It  helps 
hold  interest  rates  down.  It  means  you  can  sell  bonds  at  a  lower  price 
because  you  have  a  broader  market,  greater  demand.  You  have  a  greater 

opportunity  to  sell  them  when  you  break  it  into - 

Mr.  Marin.  Dollar  volume.  Senator. 

Senator  Proxmire.  At  any  rate,  I  think  my  argument  may  not  be 
appropriate  as  far  as  inflation  is  concerned,  because  if  you  continue  the 
saving  bond  program  and  add  to  it  these  other  savings  institutions  led 
by  credit  unions,  it  would  seem  to  me  that  you  would  have  perhaps  just 
as  great  an  incentive  and  perhaps  greater  for  people  to  save  a  greater 
and  greater  share  of  their  paycheck.  They  have  an  option.  They  can 
put  it  into  savings  bonds.  Tfliey  can  put  it  into  the  credit  union.  They 
can  put  it  into  the  bank  if  that  is  what  they  want  to  do.  And  right  down 
the  line. 

Mr.  Marin.  I  am  in  no  disagreement  at  all  about  the  deflationary 
advantages  of  higher  levels  of  saving.  This  is  agreed  upon.  But  the 
point  that  I  would  make  is  that  I  think  the  Treasury  overeimplifies  the 

)ase  to  presume  that  somehow  or  other  saving  in  Government  bonds  is 
iiore  deflationary  than  saving  in  the  credit  union.  Now,  there  are  some 
possibly  valid  peripheral  issues  here — but  not  very. 

And,' secondly,  I  see  this  as  a  specious  argument.  I  see  it  as  a  matter 
of  pride  for  them.  If  they  went  to  this  program — and,  as  a  matter  of 
fact,  with  the  Federal  employee  now  given  the  free  option  of  going  to 
bonds  or  going  to  his  credit  union,  if  he  goes  to  the  credit  union  savings, 
I  can  see  tins  offending  the  pride  of  those  supporting  the  sale  of  the 
Treasury  Ixmd  program. 

But  from  a  standpoint  of  the  national  interest,  no.  It  is  essentially  a 
psychological  type  of  thing. 

First  of  all,  of  course,  as  you  have  properly  said.  Senator  Proxmire, 
we  do  not  know  what  would  happen.  The  indications,  in  fact,  as  my 
testimony  has  pointed  out,  are  to  the  contrary.  That  among  the  mili¬ 
tary,  for  instance,  the  Army  statistics  quoted  and  which  Senator 
Brooke  mentioned  briefly  in  cross  examination  of  the  Treasury  repre- 
sentatii'e,  indicate  that  where  we  have  payroll  deduction  in  the  Army 
for  credit  imion  allotments  possible  and  where  you  have  payroll  deduc- 
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tion  allotments  possible  for  bonds,  tliat  the  percentage  participation  of 
the  military-  is  greater  tlian  the  civilian  where  they  do  not  have  credit 
unions. 

So.  in  other  words,  giving  the  military  the  payroll  deduction  privp 
lege  for  credit  unions,  Ave  still  end  up  with  a  higher  percentage  partici¬ 
pation  in  the  bond  program.  .  . 

So  I'eall}’  do  not  know  Avliat  would  liappen.  Granting  that,  it  could 
work  that  way,  I  would  merely  say  it  Avould  not  be  to  the  national 
disinterest. 

But  I  do  not  know  whether  it  would  work  that  Avay.  The  evidence  is 

certainly  contradict oi-y.  i  ,  p  t  i 

In.  the  testimony  of  Mr.  Smith  lie  indicated  tliey  had  the  feeling  that 
in  the  industrial  or  the  priA'ate  sector  AA'here  bond  deduction  programs 
paralleled  credit  union  deduction  programs  that  they  did  not  do  as 
well.  But  we  have  made  some  limited  attempt  to  get  data  here,  and  it  is 
rough  and  it  is  difficult  really  to  knoAv  Avhat  you  are  talking  about,  but 
Ave  can  quote  at  least  fiA^e  in  the  sample  we  got. 

Oscar  Meyer  &  Co.,  Avith  8,800  employees - ^ 

Senator  Prox3iire.  That  is  a  good  one  to  begin  Avith. 

Mr.  Marin.  I  picked  that  one  from  the  bottom  of  the  list  specifically 

because  I  knew  you  Avere  from  Madison. 

There,  58  percent  of  the  employees  participate  in  the  bond  drive, 
and  there  are.  6,750  of  the  employees  covered  by  payroll  deduction. 
That  is,  just  approximately  three-quarters  of  the  people  have  credit 
union  deductions,  but  58  percent  of  them  also  are  buying  bonds. 

At  Lockheed,  for  instance,  there  are  74,000  employees,  59,000  of 
whom  have  ci'edit  union  payroll  deduction.  That  is  roughly  80  per¬ 
cent.  But  99  percent  of  them  are  buying  bonds. 

At  North  American  A\fiation,  Avhere  the  figure  of  ci*edit  union  par¬ 
ticipation  is  roughly  50  percent  by  payroll — that  is,  49,000  out  of 
99,000  employees — 79  percent  are  buying  bonds. 

Now,  I  am  sure  that  jmu  could  find  other  in.stances  which  show 
precisel}"  the  opposite  figure.  The  point  I  would  make  is  that  the  Treas¬ 
ury  officials  merely  said  this  was  their  feeling.  We  hav'e  some  data 
which  are  not  feelings,  which  Avould  appear  to  proA'e  just  the  opposite 
assumption. 

Senator  Proxmife.  Now,  I  have  just  a  few  other  questions.  I  think 
they  cun  be  answered  briefl3L 

One  other  final  question  on  S.  1084.  How  Avould  the  reimbursement 
provision  work?  What  would  happen,  for  example,  if  \'OU  and  the 
General  Accounting  Office  could  not  agi'ee  on  what  constituted  reason¬ 
able  reimbursement  ? 


i 
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Mr.  Marin.  We  would  ha\"e  to  pay  AA'hatever  was  asked,  is  my  pre¬ 
sumption.  The  law  saj  s — again  S.  1084,  the  bill,  says — the  credit  union 
shall  reimburse,  the  U.S.  GoA^ernment  for  the  reasonable  cost  of  making 
such  allotment.  I  presume  in  any  shoAvdoAvn  as  to  Avhat  is  reasonable 
that  the  GoA^ernment  priority  would  exceed  our  priority. 

Senator  Proxmire.  On  S.  1084  the  contention  has  been  made  by 
HEW,  I  understand,  that  this  proAusion  for  central  reseiwe  is  a  little 
fuzzj"  and  it  should  be — this  is  S.  1085. 1  beg  your  pardon. 


Mr.  Marin.  S.  1085. 


Senator  Proxmire.  And  that  it  should  be  made  more  precise. 

So  let  me  ask  this:  What  kind  of  institution  do  you  plan  to  estab¬ 
lish  to  soh^e  this  central  reserve  problem  ? 
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Mr.  Makin.  Well,  again,  S.  1085  specifies  on  this  that  section  1  is 
the  aggregate  amount  not  exceeding  “25  per  centum  of  its  regiilar  re¬ 
serve  in  any  one  or  more  incorporated  or  unincorporated  organizations 
which  are  controlled  by  credit  unions  or  ci-edit  union  associations  and 
which  use  funds  so  invested,  for  purposes  of  establishing  and  maintain¬ 
ing  the  liquidity,  solvency,  and  security  of  credit  unions. 

My  statement  suggests  that  this  is  primarily  aimed  at  existing  sta¬ 
bilization  fimds,  of  which  there  are  about  35,  and  some  State  central 
credit  unions. 

Now,  the  State  central  credit  unions  vary  very  sub^antially  m  terms 
of  what  their  specifications  are.  If  they  are  not  established  for  purposes 
of  maintaining  liquidity,  solvency,  or  security  of  credit  unions,  pre¬ 
sumably  thej^  would  not  comply  with  S.  1085. 

Specifically  as  to  our  intention  of  creatiiig  a  new  agency,  I  think  I 
can  honestly  say  right  now  there  is  no  such  intention  of  creating  a  new 
agency  to  do  this  kind  of  thing.  The  credit  union  movement  is  in  the 
■  \  process  of  creating  an  agency  to  be  known  as  the  International  Credit 
)  Union  Services  Corp.,  which  does  not  now  have  this  inunediate  goal. 
It  might  ultimately  and,  of  course,  would  then  be  coveiwcl  by  the  act 
if  it  w’ent  into  liquidity,  solvency — ■ —  _  .  i  • 

Senator  Proxmire.  Do  you  use  your  State-established  funds  in  set¬ 
ting  up  kind  of  a  State  plan? 

Mr.  Marin.  Yes.  This  would  be  on  page  3  of  my  statement,  gen¬ 
erally  speaking,  the  proposed  amendment  would  cover  the  existing 
stabilization  and  reserve  pooling  programs  of  CUNA  and  the  various 
State  leagues,  as  well  as  the  activities  of  some  State  central  credit 

unions.  ,  .  ^  ,  -r  .• 

Senator  Proxmire.  Who  is  going  to  supervise  those  stabilization 

funds?  .  „  , 

Mr.  ]\Iarin.  Well,  at  the  present  time  most  of  the  stabilization  funds 
operate  as  part  of  the  structure  of  the  leagues,  and  they  vary  greatly. 
There  is  an  overall  CUNA  Stabilization  Pi-ogram,  Inc.,  which  is  ulti¬ 
mately  designed -  .  . 

Senator  Proxmire.  Would  there  be  any  pi-ecise  designation  of  wlio 

is  responsible  for  the  supervision  ?  ,  i  •  x 

Mr.  Marin.  I  think  the  answer  to  that  one — and  I  stand  subject  to 
^  correction  of  some  of  my  staff  people  here^ — is  no,  tecaiise  it  would  be 
^  under  the  various  State  laws  at  the  present  time  iff  you  are  talking 
strictly  State  stabilization  funds,  except  for  the  CUNA  program  which 
is  designed  to  be  a  national  or  even  an  international  program  which 
functions  under  the  laws  of  the  State  of  Wisconsin. 

Senator  Proxmire.  All  right.  Mlio  would  be  I'esponsible  let  s  say  in 

Wisconsin  ? 

Mr.  jMarin.  Corporations  Office  in  iMadison. 

Senator  Proxmire.  It  wQiild  be  whatever  State  agency— Does  every 
State  have  an  agency  that  would  have  this  responsibility? 

Mr.  Mamn.  Yes,  I  would  say  in  most  cases  it  would  be  under  the 

corporations.  c-acjx 

Senator  Proxmire.  You  checked  out  every  one  off  the  50  otates ; 

Mr.  Marin.  Yes,  because  it  would  not  be  a  credit  union  as  such 

unless  it  is  a  State  credit  union.  _  ^  x  i -r 

For  instance,  in  Michigan,  which  is  the  largest  fund,  the  stabiliza¬ 
tion  reserves  are  held  and  are  administered  by  a  separate  boi^d  of 
trustees  which  parallels  the  structure,  however,  of  the  Michigan  Credit 
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Union  IvCcague,  'which  is  not  a  credit  union  but  an  association  of  credit 
unions.  Therefore,  it  -would  not  come  under  the  banking  commission.  It 
would  come  under  the  corporations. 

Senator  Proxmire.  Could  you  supply  us  for  the  record  the  respon¬ 
sible  agency  for  each  one  of  the  50  States  ? 
jNIr.  Marin.  I  am  sure  than  can  be  done,  Senator. 

Senator  Proxmire.  If  you  could. 

(The  following  letter  ivas  received  by  the  committee;) 

ClINA  International,  Inc., 

July  20,  1967. 


Hon.  William  Proxmire, 

U.8.  Senate, 

Washington,  D.C. 

De.vr  Senator  Proxmire:  In  accordance  with  your  request  that  CUNA  Inter¬ 
national  furnish  you  with  a  list  of  the  authorities  that  regulate  the  various  sta¬ 
bilization  programs  of  the  various  state  credit  union  leagues,  we  are  enclosing  a 
1965  survey  of  the  stabilization  programs  then  in  operation  in  the  various  state 
credit  union  leagues.  [The  survey  has  been  filed  with  the  committee.] 

While  the  survey  did  not  go  into  the  matter  of  regulation,  we  have  subsequentl^| 
ascertained  that  none  of  the  stabilization  programs  are  directly  and  fonnallj^ 
supervised  or  regulated  by  a  state  or  federal  government  agency.  As  you  know, 
stabilization  activities  are  conducted  b.v  the  several  credit  union  leagues  in  order 
to  minimize  credit  union  failures  and  loss  to  credit  union  members.  These  pro¬ 
grams  are  (with  the  exception  of  Kansas,  which  has  formed  a  separate,  but 
wholly  owned,  corporation)  a  part  of  the  credit  union  league  functions.  Many 
of  these  leagues  are,  of  course,  set  up  under  the  various  nonprofit  conioration 
laws  of  the  states  and  the  District  of  Columbia.  Some  leagues  are  not  incorporated. 

Regulation  of  stabilization  activities  is  accomplished  at  the  credit  union  level. 
If  money  from  a  stabilization  program  is  put  into  a  specific  state-chartered  credit 
union,  this  is  done  under  the  supervision  of  the  state  agency  which  supervises 
these  credit  unions.  If  the  credit  union  holds  a  federal  charter,  then  the  BFCTI 
determines  the  manner  in  which  these  funds  are  handled. 

Therefore,  while  some  stabilization  programs  receive  regulation  as  an  in¬ 
cidence  of  the  regulation  imposed  from  other  sources  on  participating  credit 
unions,  as  a  technical  matter,  the  stabilization  programs  are  not  regulated  by  a 
government  agency.  However,  many  of  the  credit  union  leagues  have  auditing 
services  or  use  outside  auditors  to  audit  such  programs. 

Sincerely, 


Donald  J.  Melvin, 

Director,  Legislation  and  Governmental  Affairs, 

Washington  Office. 


Senator  Proxmire.  Would  it  be  possible  to  transfer  funds  from  the  w 
capital-rich  credit  unions  to  the  capital-poor  credit  unions -  M 

IMr.  Marin.  Yes,  that  is  the - 

Senator  Proxmire  (continuing:).  Such  as  in  the  poverty  program? 

Mr.  Marin.  That  is  the  intent — to  make  it  possible  to  move  capital  ^ 
from  the  areas  where  it  is  in  excess. 

Senator  Proxmire.  F rom  one  State  to  another  ? 

Mr.  Marin.  Yes.  It  is  presumed  that  the  CP"NA  Stabilization  Pro¬ 
gram,  Inc.,  could  do  this  and  to  a  limited  extent  has  done  it,  althougli 
so  far  the  experience  here  is  verv  minimal. 

There  have  been  a  number  of  extensions  made  to  either  State  leagues 
in  this  country  or  in  one  or  two  instances  I  am  aware  of — I  believe 
Xetherlands  Antilles  league  and  perhaps  British  Honduras — they 
ha  ve  al  so  had - 


Senator  Proxjiire.  How  about  a  federally  controlled  central  banlc 
in  facilitating  this  throughout  the  country? 

Mr.  IVUrin.  It  is  another  alternative  I  think  or  a  partial  overlapping. 
And  this  has  been  discu^ed,  too.  I  think  the  general  feeling  in  the 
credit  union  movement  is  that  we  would  prefer  if  possible  to  solve 
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these  ourselves  within  the  free  enterprise  area  rather  than  by  the 
creation  of  another  Federal  agency.  But  certainly  these  are  other 
alternatives. 

Senator  Proxmire.  Well,  thank  you  very  much.  We  veiy  much  ap¬ 
preciate  this. 

Mr.  Marin.  "We  thank  you  very  much  for  a  courteous  hearing. 
Thank  you  so  much. 

(The  prepared  statements  of  Mr.  Marin,  one  on  S.  1084  and  one  on 
S.  1085,  follow :) 

Statement  oe  CUNA  International,  Inc.,  on  S.  1084  by  Kenneth  Marin, 

Executtv’e  Committee  Member 

S.  1084,  a  bill  to  permit  Federal  employees  to  purchase  shares  of  Federal-  or 
state-chartered  credit  unions  through  voluntary  payroll  deductions,  was  intro¬ 
duced  hy  Senator  Sparkman  at  the  request  of  CUNA  International. 

CUNA  is  seeking  this  legi.slation  on  behalf  of  some  1,428  credit  unions  with 
Federal  government  employees  as  their  basic  member.ship  bond.  Representing  6.4 
percent  of  all  active  credit  unions,  these  Federal  employee  groups  had  approxi¬ 
mately  2.3  million  members  with  total  savings  of  $1.1  billion  at  the  end  of  196.o. 

Basically,  S.  1084  would  amend  the  Federal  Credit  Union  Act  to  provide  that 
any  Federal  employee  belonging  to  a  credit  union  with  Federal  employees  and 
members  of  their  immediate  family  as  the  common  bond  would  have  the  right  to 
establi.sh  a  savings  program  in  the  credit  union  through  systematic  deductions 
from  his  salary. 

benefits  of  payroll  dbdtjctions 

Payroll  deductions  have  long  been  recognized  as  a  relatively  painless  method 
of  allowing  people  to  meet  their  legal,  social  and  economic  obligations.  It  is  noth¬ 
ing  more  than  installment  paying,  a  concept  that  is  well  accepted  in  this  country. 
The  Federal  government  knows  this  since  it  often  requires  taxes  to  be  withheld 
and  it  provides  payroll  deductions  from  the  paychecks  of  Federal  employees  for 
a  large  number  of  purposes :  Civil  Service  retirement ;  Federal  and  state  income 
taxes,  social  security,  group  life  insurance,  delinquent  taxes,  savings  bonds,  health 
benefits,  labor  union  dues,  dues  for  professional  groups  and  associations,  and 
contributions  for  various  charities. 

Industry  knows  the  value  of  payroll  deductions  also.  It  is  very  common  for  a 
private  employer  to  allow  payroll  deductions  for  all  of  the  reasons  the  govern¬ 
ment  allows  and  more.  Many  allow  deductions  for  bank  savings  accounts,  mort¬ 
gage  payments,  mutual  fund  payment  plans,  stock  purchase  plans,  and  credit 
union  savings. 

EXTENT  OF  CREDIT  UNION  PAYROLL  DEDUCTIONS 

Payroll  deductions  for  the  members  of  credit  unions  is  extremely  common 
among  United  States  credit  unions.  A  1965  study  by  the  CUNA  International 
Research  Department  reveals  that  10,709  out  of  approximately  16,800  occupa¬ 
tional  credit  unions  had  some  form  of  payroll  deductions  granted  by  employers. 
Most  of  these  employers  were  industrial  concerns,  but  1,700  were  state,  county, 
and  municipal  government  agencies  and  school  districts. 

According  to  the  same  study,  credit  unions  with  payroll  deductions  are  found 
in  all  of  the  states,  and  the  system  is  equally  popular  among  the  smaller  credit 
unions  as  among  the  larger  credit  unions.  We  believe  the  reasons  for  the  wide¬ 
spread  acceptance  of  payroll  deductions  for  credit  unions  lie  in  the  many  advan¬ 
tages  of  the  program — advantages  which  redound  to  the  benefit  of  the  employer, 
the  worker,  the  credit  union,  and  even  to  the  overall  economy  of  the  nation.  We 
wmuld  like  to  discuss  each  of  these  benefits  briefly. 

benefits  to  the  economy 

First  of  all,  let  us  look  at  the  benefit  to  the  American  economy.  During  last 
year’s  period  of  tight  money,  many  financial  institutions  experienced  sharp  de¬ 
creases  in  the  flow  of  savings  funds.  Such  decreases  were  particularly  noticeable 
to  other  thrift  institutions. 

The  credit  union  movement,  however,  remained  relatively  unaffected  by  this 
financial  turbulence.  All  during  1966,  credit  union  savings  continued  to  grow 
steadiiy,  albeit  at  a  somewhat  slower  pace,  and  at  year’s  end  they  showed  a  net 
gain  of  $900  million. 
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One  sigTiiticant  reason  for  this  stability  would  appear  to  be  the  steady  flow 
of  funds  accorded  over  half  of  the  nation’s  credit  unions  by  the  payroll  deduc¬ 
tions  system.  Members  with  the  established  habit  of  systematic  thrift  were  not 
prone  to  disturb  their  deductions  in  order  to  shop  around  for  a  fractional  in- 
<*rease  in  earnings  on  savings.  This  built-in  stability,  of  course,  helped  the  credit 
union  in  assuring  a  predictable  source  of  share  capital,  but  it  also  lessened  in¬ 
flationary  pressures  on  the  economy  as  a  whole. 

BENEIFITS  TO  EMPLOYER  AND  EMPLOYEE 

Payroll  deductions  for  savings  al.<o  .serves  the  best  interests  of  the  employer 
and  his  employees.  To  begin  with,  it  is  a  popular  program  with  employees.  A 
recent  CUNA  survey  showed  that  immediately  after  a  payroll  deductions  system 
is  introduced  in  a  credit  union,  80  percent  of  the  membership  avails  themselves 
of  it  as  a  means  of  increasing  their  credit  union  savings.  Moreover,  a  recent 
study  by  tlie  Opinion  Research  Corporation  for  the  Foundation  for  Commercial 
Banks  points  out  that  in  33  percent  of  United  States  households  someone  is  using 
the  payroll  deduction  method  of  saving. 

Obviously  workers  And  that  by  .subjecting  their  flnancial  affairs  to  this  volun¬ 
tary  discipline,  they  are  less  likely  to  fall  prey  to  loan  sharks  or  unscrupulous 
retailers.  Their  credit  union  is  always  there— a  convenient  savings  depository 
and  a  ready  source  of  credit,  and  money  deducted  automatically  from  the  pay- 
check  is  less  likely  to  be  spent  improvidently  on  impulse. 

This  leads  to  a  financially  stable  work  force  with  better  morale  and  better  work 
habits.  Time-consuming  creditor  complaints  to  the  payroll  department  are 
virtually  eliminated,  and  the  emotional  and  psychological  symptoms  resulting 
from  financial  worries  are  minimized. 

We  are  of  course  aware  of  the  attitude  that  the  immunity  of  government  em¬ 
ployees  from  many  of  the  traditional  creditor  processes  insulates  the  govern¬ 
ment  from  many  of  these  problems.  At  least  many  administrators  and  oflicials 
think  this  is  true.  But  it  is  not  the  case. 

It  must  be  realized  that  the  Federal  government  employee  has  as  many  finan¬ 
cial  problems  as  most  other  employee  groui>s.  The  Department  of  Labor  recently 
gave  explicit  recognition  to  these  problems  when  it  established  a  financial  man¬ 
agement  and  consmner  education  program  for  its  employees.  Financial  problems 
had  reached  the  point  where  they  were  affecting  the  overall  efficiency  of  the 
Department.  Furthermore,  the  recent  Washington  Star  series  on  debt-consolidat¬ 
ing  firms  in  the  Washington  area,  by  Miriam  Ottenberg,  pointed  out  that  many 
Federal  employees  seek  the  assistance  of  such  firms  and  end  up  in  greater 
financial  difficulty. 

That  such  problems  exist  in  the  government  is  not  surprising.  According  to 
the  Bureau  of  the  Budget.  48.8  percent  of  Classification  Act  employees  hold 
clerical  and  aide  jobs  graded  from  GS-1  to  GS-6.  This  would  indicate  that  nearl.v 
a  million  Federal  employees  are  of  moderate  means,  clearly  requiring  access  to 
credit  sources  and  special  inducements  to  save  regularly. 

BENEFITS  TO  CREDIT  UNION 

Payroll  deductions  are  demonstrably  advantageous  to  the  overall  operations 
of  a  credit  union.  A  recent  CUNA  stud.v  compared  10,000  credit  unions,  both 
with  and  without  payroll  deductions.  The  averages  and  ratios  on  savings,  loans, 
and  delinquencies  were  con.si.stently  more  favorable  for  those  credit  unions  having 
the  privilege  of  payroll  deduction.s.  (See  Appendix  A,  attached.) 

Moreover,  by  attracting  ample  share  capital  at  minimal  expen.se,  payroll 
deductions  makes  it  easier  for  a  credit  union  to  offer  consumer  loans  to  members 
at  low  interest  rates  while  providing  an  attractive  dividend  to  savers  on  their 
sha  reholding.s. 

Hundreds  of  employee  transactions  can  be  handled  automatically  and  at  one 
time,  tlius  eliminating  the  need  for  frequent  individual  visits  to  the  credit  union 
office.  Furthermore,  the  office  space  required  for  credit  union  operations  is 
lessenetl  since  fewer  credit  union  officials  can  handle  a  greater  volume  of  trans¬ 
actions.  These  officials  will  also  have  more  time  to  assist  distressed  members 
by  nieans  of  financial  counseling  and  prorating  of  overdue  debts. 

ADMINISTRATION  ARGUMENTS  IN  OPPOSITION 

During  the  past  several  years  that  CUNA  has  been  attempting  to  obtain 
payroll  deductions  for  government  employees,  vce  have  been  opposed  by  the 
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executive  department  for  various  reasons.  We  believe  it  would  be  helpful  to  the 
committee  to  state  the  reasons  and  to  offer  our  rebuttal. 

In  general,  the  reasons  for  the  opposition  of  the  administration  to  payroll 
deductions  for  government  employees  can  be  summarized  as  follows:  (1)  The 
Federal  government  presently  has  authority  to  permit  this  privilege  and  further 
legislation  is  not  needed.  (2)  If  the  payroll  deduction  is  granted  to  credit  unions, 
other  savings  institutions  would  ask  for  a  similar  privilege.  (.3)  This  would 
create  an  added  burden  on  the  government’s  payroll  system  and  would  be  ex¬ 
tremely  costly  to  the  government.  (4)  Credit  union  payroll  deductions  tvould 
adversely  affect  the  Federal  savings  bond  program. 

It  is  true  that  Public  Law  87-304  (75  .stat.  662)  grants  discretionary  authority 
to  department  heads,  subject  to  Presidential  regulation,  to  permit  employees  to 
make  payroll  allotments  for  any  purpose  deemed  appropriate  by  department 
heads.  As  the  administering  agency  of  this  law,  the  United  States  Civil  Service 
Commission  has  refused  all  of  our  requests  to  permit  payroll  deductions  for  credit 
union  savings,  except  for  certain  employees  serving  abroad  or  away  from  their 
post  of  duty. 

We  believe  that  it  is  futile  to  argue  that  this  bill  is  not  nece.ssary  since  the 
authority  to  do  what  the  bill  requires  already  exists.  Of  course,  Congress  has 
heard  this  argument  many  times  from  departments  that  do  not  want  to 
exercise  discretionary  authority  and  do  not  want  Congress  to  require  them  to 
do  so.  The  fact  is  that  because  of  pressure  from  the  Treasury  Department,  the 
Commission  has  refused  to  use  its  authority.  S.  1084  would  remove  the  discretion 
and  make  it  the  right  of  an  employee  to  have  payroll  deductions  for  .‘savings 
in  his  credit  imion.  The  benefits  to  be  derived  from  such  a  service  requires  that 
Congress  make  the  program  mandatory.  Congress  is  the  only  remaining  source 
of  action  since  we  have  exhausted  our  administrative  routes  and  since  the 
courts  cannot  generally  require  an  administrator  to  do  something  that  Con¬ 
gress  has  told  him  he  is  free  to  do  or  not  to  do. 

The  second  reason  for  opposing  the  bill  has  probably  been  used  each  time 
a  new  deduction  has  been  requested.  Of  course,  our  request  would  create  addi¬ 
tional  work  for  those  administering  the  government  payroll  l.>ut  it  would  be 
necessary  work  and  it  would  not  cost  the  government  anything  since  S.  1084 
would  require  the  credit  union  to  pay  any  additional  cost. 

While  we  believe  that  credit  unions  are  unique  enough  to  be  easily  distinguish¬ 
able  from  other  financial  institutions,  we  cannot  seriously  object  to  granting  the 
same  opportunity  to  the  others. 

A  credit  union,  it  should  be  stre.ssed,  is  not  a  commercial  organization.  It  is 
a  non-profit  membership  association  run  on  cooperative  principles.  Unlike  com¬ 
mercial  lending  facilities,  it  does  not  serve  the  general  public.  It  is  confined 
solely  to  promoting  the  welfare  of  its  members,  which  in  the  case  of  the  Federal 
service  are  the  employees  of  a  particular  Government  agency. 

Further,  credit  union  directors  and  committee  members  serve  without  com¬ 
pensation.  Any  income  left  over  after  allocation  of  reserves  and  payment  of 
expenses  are  returned  to  the  members  in  the  form  of  dividends  on  .shares  and 
[refunds  of  interest  on  loans. 

The  fourth  reason,  in  our  opinion,  is  the  real  and  only  reason  that  the  execu¬ 
tive  department  opposes  S.  1084.  Aside  from  the  fact  that  it  seems  grossly  un¬ 
fair  for  the  government  to  prevent  its  employees  from  having  access  to  payroll 
deductions  for  other  forms  of  savings  simply  because  it  wants  to  maintain  a 
captive  market  for  its  ovm  savings  bonds,  we  have  never  seen  any  evidence 
that  supports  this  argument.  As  a  matter  of  fact,  we  recently  obtained  a  list 
of  companies  on  the  Treasury  Department’s  payroll  savings  bond  honor  role. 
Many  of  the  companies  also  have  payroll  deductions  for  credit  union  savings. 
The  conclusion  may  be  that  the  savings  bond  argument  is  purely  speculative 
and  without  merit.  This  conclusion  is  bolstered  by  the  experience  of  the  De¬ 
partment  of  the  Army.  As  you  know,  the  military  have  the  allotment  pi'ivilege 
through  w'hich  they  can  make  deimsits  to  their  credit  unions.  About  .83.6  percent 
of  these  military  people  buy  savings  bonds.  In  the  same  department,  civilian 
employees  generally  do  not  have  allotment  privileges,  yet  their  participation 
in  the  savings  bond  program  is  only  74.9  percent. 

COXCLUSION 

We  are  of  the  opinion  that  the  arguments  we  presented  in  supiwrt  of  R.  Ifl.'^d 
are  considerably  stronger  than  the  arguments  presented  against  it  and  we 
respectfully  urge  its  adoption  by  Congress. 
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Statement  of  CUNA  International  Inc.  on  S.  1085  by  Kenneth  Marin. 

Executive  Committee  Member 

Mr.  Chairman,  my  name  is  Kenneth  Marin,  and  I  am  here  to  endorse  S.  10S.5 
on  behalf  of  the  11,500  Federal  credit  unions  that  are  members  of  CUNA  Inter¬ 
national,  Inc. 

S.  1085  was  introduced  by  Senator  Sparkman  at  the  request  of  CUNA  Inter¬ 
national.  It  contains  several  provisions  which  we  believe  will  help  Federal  credit 
unions  to  better  serve  the  neetls  of  their  members. 

CORRECTIONS 

Before  going  to  the  substance  of  the  bill,  we  would  like  to  point  out  that  there 
is  a  technical  error  in  the  bill  since  Section  2  has  l>een  inadvertently  omitted. 

AVe  also  want  to  point  out  that  .since  the  introduction  of  S.  1085,  the  National 
Board  of  CUNA  International,  Inc.,  representing  five  directors  from  each  .state 
credit  union  league,  has  voted  to  omit  that  part  of  the  bill  which  would  require 
each  Federal  credit  union  to  establish  an  education  committee.  These  provisions 
are  at  the  present  time  contained  in  Section  .3,  page  2,  lines  14  through  23  and 
in  Section  5,  page  3.  lines  3  through  15.  Tlie  National  Board  was  of  the  opinion 
that  any  Federal  credit  union  de.sirlng  to  establish  an  education  committee  has 
ample  authority  to  do  so  at  the  present  time.  It  expressed  the  opinion  that  a 
proposal  to  make  it  mandatory  for  a  Federal  credit  union  to  establish  an  educa- 1 
tion  committee  would  ]>lace  an  unnecessary  burden  on  the  Federal  examiners. 
At  the  same  time,  the  National  Board  noted  that  many  Federal  credit  unions  do 
have  education  committees  or  an  education  officer. 

LIQUIDITY,  SOLI’ENCY,  AND  SECURITY 

Section  1  of  the  bill  contains  two  separate  provisions  which  are  related  in 
that  they  are  both  designed  to  allow  Federal  credit  unions  to  continue  developing 
the  means  of  protecting  the  savings  of  their  members  without  recourse  to  public 
resources  or  governmental  authority  by  providing  additional  means  for  promot¬ 
ing  the  liquidity,  solvency,  and  security  of  B'ederal  credit  unions.  While  .savings 
lo.st  by  members  of  Federal  credit  unions  have  actually  been  less  than  .savings 
lost  b.v  depositors  and  shareholders  of  insured  financial  institutions,  we  realize 
that  the  economy  of  our  country  is  constantly  undergoing  many  changes  and  we 
realize  that  it  is  often  difficult  to  anticipate  the  result  of  many  of  these  changes. 
We  are  therefore  taking  steps  to  organize  and  .strengthen  organizations  owned 
and  operaed  by  credit  unions  and  credit  union  members,  thereby  helping  us  to 
maintain  our  excellent  record. 

STABILIZATION  PROGRAM 

The  first  part  of  Section  1  amends  subsection  (7)  of  Section  8  of  the  Federal 
Credit  Union  Act  (12  U.S.C.  1757).  It  gives  a  Federal  credit  union  authority 
to  invest  up  to  25  percent  of  its  regular  re.serve  in  one  or  more  incorporated 
or  unincoriiorated  organizations  which  are  controlled  by  credit  unions  or  creiliti 
union  as.sociations  and  which  use  funds  so  invested  for  purpo.ses  of  establishing* 
and  maintaining  the  liquidity,  solvency,  and  security  of  credit  unions.  This 
amendment  is  intended  to  permit  Federal  credit  unions  to  participate  directly 
in  the  stabilization  and  reserve  pooling  concepts  of  CUNA  Stabilization  Program. 
Inc.  At  the  same  time,  the  language  is  intentionally  broad  enough  to  permit 
investment  in  any  other  credit  union  organization  wdiich  uses  funds  for  main¬ 
taining  the  liquidity,  solvency,  and  security  of  credit  unions. 

Generally  speaking,  the  proposed  amendment  would  cover  the  existing  stabili¬ 
zation  and  re.serve  pooling  programs  of  CUNA  and  the  various  state  leagues, 
as  well  as  the  activities  of  some  state  central  credit  unions.  The  state  central 
credit  unions  would  qualify  only  if  membership  control  is  vested  in  credit  unions 
or  credit  union  associations. 

In  order  to  more  fully  explore  the  concept  under  discussion,  it  will  be  use¬ 
ful  to  point  out  that  the  credit  union  movement  has  over  the  years  been  develop¬ 
ing  a  stabilization  program.  ATany  of  the  state  credit  union  leagues  have 
stabilization  programs  which,  of  course,  differ  in  their  authority  and  in  their 
methods  of  operation.  Any  of  these  state  league  stabilization  programs  may 
affiliate  with  CUNA  Stabilization  Program,  Inc.  The  general  purpose  of  CUN.\ 
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Stiibilization  Program,  Inc.,  is  to  aid  in  the  financial  rehabilitation  and  stabili¬ 
zation  of  credit  unions. 

UUNA  Stabilization  works  entirely  through  leagues,  primarily  through  finan¬ 
cial  grants  and  assistance,  and  it  carries  on  no  activities  of  its  own.  On  the 
other  hand,  league  stabilization  programs  work  directly  with  financially 
distressed  credit  unions.  The  emphasis  at  the  league  level  is  on  technical  rather 
than  financial  assistance,  but  financial  assistance  is  available  to  purchase  loans, 
etc.,  if  that  should  become  necessary.  Probably  the  most  successful  example  of 
a  good  credit  union  league  stabilization  program  is  that  operated  by  the  Michi¬ 
gan  Credit  Union  League.  During  its  first  eight  years  of  existence,  which  in¬ 
cludes  that  period  of  time  up  to  the  present,  the  League  has  successfully  avoided 
any  losses  to  credit  union  members  in  the  state  of  Michigan. 

It  is  of  course  realized  that  when  a  program  is  as  successful  as  that  of  the 
Jlichigan  League,  it  tends  to  augment  the  reserves  that  are  otherwise  required 
by  law.  Therefore,  it  seems  quite  logical  to  permit  a  Federal  credit  union  to 
pool  a  portion  of  the  reserves  with  other  credit  unions  for  the  purpose  of  assist¬ 
ing  in  the  financial  rehabilitation  and  stabilization  of  all  participating  credit 
unions.  The  effect  of  this  system  is  to  charge  individual  credit  union  los.ses  against 
the  reserves  of  all  participating  credit  unions.  Therefore,  the  risks  are  spread 
out  and  the  chances  of  an  individual  credit  union  liquidating  with  losses  to  its 
members  is  minimized.  Of  course,  funds  placed  in  the  pool  will  be  invested  so 
that  income  can  be  earned. 

PURCHASING  NOTES  OF  LIQUIDATING  CREDIT  UNIONS 

The  second  part  of  Section  1  is  also  designed  to  maintain  the  liquidity, 
solvency,  and  security  of  credit  unions.  It  would  permit  a  Federal  credit  union 
to  purchase  from  a  liquidating  credit  union  the  notes  of  the  individual  members 
of  the  liquidating  credit  union.  It  should  be  noted  however  that  the  individual 
member  whose  note  is  being  purchased  would  not  become  a  member  of  the  pur¬ 
chasing  credit  union  unless  he  is  within  the  common  bond  of  the  purchasing 
credit  union.  This  proposal  would  allow  a  league  stabilization  program  to  call 
upon  Federal  credit  unions  for  assistance  in  helping  to  stabilize  or  liquidate  a 
distressed  credit  union.  The  stabilization  fund  would  ask  the  Federal  credit 
union  to  purchase  some  of  the  notes  of  the  distressed  credit  union  thereby 
providing  liquidity  to  the  distressed  credit  union  without  substantially  impair¬ 
ing  the  funds  of  the  stabilization  fund.  This  would  allow  the  stabilization  pro¬ 
gram  to  funnel  out  the  good  notes  to  the  purchasing  credit  unions  and  to  use 
its  mm  funds  to  purchase  the  more  risky  notes.  The  end  result  would  help  to 
assure  that  each  member  of  the  distrecsed  credit  union  would  receive  at  least 
100  percent  on  the  dollar. 

SELF-HELP  AND  LIQUIDATIONS 

Both  of  these  proposals  will  enable  Federal  credit  unions  to  fully  implement 
their  basic  purpose  of  self-helj).  They  will  allow  credit  unions  to  help  one 
another  without  seeking  external  assistance  from  the  government.  At  the 
same  time,  they  provide  an  additional  option  to  liquidating  credit  unions  and 
regulatory  officials  thereby  increasing  flexibility  in  handling  the  problems 
which  arise  from  the  liquidations  of  credit  unions.  In  this  regard,  it  is  worth 
noting  that  liquidations  of  credit  unions  are  not  comparable  to  liquidations 
of  other  financial  institutions  or  other  businesses.  Actually,  within  the  credit 
union  context,  liquidations  are  a  sign  of  volitality  and  vitality  in  the  economy. 
It  must  be  remembered  that  credit  unions  can  only  serve  members  that  have 
a  common  bond.  When  this  common  bond  no  longer  exists,  tlien  the  credit 
union  generally  liquidates.  The  destruction  of  the  common  bond  can  be  caused 
by  the  closing  of  a  military  installation,  by  the  closing  of  an  industrial  plant, 
by  a  merger,  by  population  shifts,  by  plant  moves,  and  by  all  of  the  various 
other  factors  which  are  present  in  our  contemporary  economy. 

These  two  provisions  are  simply  extensions  of  the  self-help  program  which 
the  individual  members  of  credit  unions  have  been  carrying  out  since  the 
organization  of  the  first  credit  union.  Tlie  credit  union  movement  considers 
this  self-help  characteristic  to  be  basic  to  its  operations  and  philosophy  and 
has  transferred  this  principle  to  credit  union  related  organizations  that  have 
been  established  within  the  credit  union  movement.  We  prefer  to  continue  in 
this  path. 
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AUTHORITY  OF  LOAN  OFFICER 

Sectmn  4  of  the  bill  would  authorize  the  credit  committee  to  delegate  to  the 
loan  officer  the  power  to  approve  loans  on  the  same  basis  as  the  credit  committee 
pre.^ntly  does.  At  the  present  time,  the  Federal  Credit  Union  Act  allows  the 
credit  committee  to  appoint  one  or  more  loan  officers  and  to  delegate  to  him 
or  them  the  power  to  approve  loans  up  to  the  unsecured  limit  ($750)  or  in 
excess  of  such  limit  if  such  excess  is  fully  secured  by  unpledged  shares.  This 
means  that  a  loan  officer  cannot  approve  a  loan  for  an  automobile:  nor  can 
he  approve  a  loan  secured  by  an  insurance  policy ;  nor  can  he  approve  a  loan 
secured  by  a  co-signer. 

The  original  Federal  Credit  Union  Act  made  it  mandatory  for  the  credit 
committee  to  approve  all  loans.  Howmver,  in  19.59,  the  Act  was  amended  to 
allow  the  credit  committee  to  appoint  loan  officers  and  granted  them  the  authority 
mentioned  above.  The  1959  amendment  was  granted  by  Congress  in  order  to 
reduce  the  burden  placed  ujxtn  the  credit  comniittee.  Congress  recognized  that 
the  Cl  edit  committee  is  made  up  of  voluntary  member.s  who  are  not  compen¬ 
sated  and  who  often  find  it  difficult  to  meet  on  short  notice.  This  authoritv  lias 
proved  to  be  extremely  u.seful  and  has  not  changed  the  character  nor  the  opera¬ 
tions  of  Federal  credit  union.  The  credit  committee  continues  to  perform  a 
very  valuable  function  and  its  overall  authority  has  not  been  diminished 
since  the  loan  officer  is,  and  will  be  under  this  proposal,  required  to  furnish 
to  the  credit  committee  a  record  of  each  loan  approved  or  not  approved  b.v 
him.  In  cases  where  the  loan  has  not  been  approved  by  the  loan  officer  the 
credit  committee  is  required  to  review  the  loan  application  and  to  act  upon 

By  extending  the  authority  of  the  loan  officer,  a  reduction  in  the  work  load  of 
the  credit  committee  will  become  evident.  This  will  enable  the  credit  committee 
to  devote  more  time  to  reviewing  applications  for  loans  which  require  extended 
treatment.  At  the  same  time,  it  will  give  the  credit  committee  time  to  conn.sel 
more  extensively  wdth  the  credit  union  member  and  to  provide  him  with  more 
personal  a.ssistance  in  arranging  his  finances.  It  will  also  allow  the  Federal  credit 
union  to  serve  its  members  more  quickly  and  efficiently. 


REALISTIC  RESERVE  STRUCTURE 

Section  6  of  the  bill  changes  the  total  maximum  amount  of  reserves  that  must 
be  set  aside  by  a  Federal  credit  union,  and.  more  important,  it  relates  the  re¬ 
serves  to  loans  outstanding  rather  than  to  the  total  amount  of  members’  share¬ 
holdings. 

The  reserve  requirement  in  the  original  Federal  Credit  Union  Act  was  strictlv 
a  reserve  for  losses  on  loans.  Federal  credit  unions  were  required  to  set  aside 
fees  and  fines  and  20  percent  of  net  earnings  each  year.  There  was  no  limit  on 
the  amount  of  re.serves  until  1949,  at  which  time  the  Act  was  amended  to  provide 
that  such  reserves  had  to  be  set  aside  until  the  reserve  fund  equaled  10  percent 
or  the  total  amount  of  shareholdings  outstanding. 

At  the  same  time,  the  concept  of  the  reserve  fund  was  expanded  to  provide  that 
It  could  be  used  to  cover  any  type  of  lo.ss  sustained  by  the  Federal  credit  union— 
not  just  losses  on  loans.  This  expanded  concept  may  account  for  the  fact  that 
reserves  are  baswl  on  shareholdings  and  not  on  loans  outstanding. 

Exj^rience  has  indicated  that  the  reserve  reciuirement  is  cousiderablv  more 
than  IS  needed.  lAisses  endured  by  Federal  credit  unions  are  minimal  and  re¬ 
serves  are  substantial.  The  Federal  credit  unions  now  in  operation  have  had  a 
loss  ratio  of  23/100  of  1  percent  of  loans  granted.  The  losses  on  shares  of  Federal 
credit  unions  that  liquidated  between  1934  and  1965  were  less  than  $1.5  million 
ihe  amoimt  of  regular  and  special  reserves  at  the  end  of  15165  came  to  $290  5 
million.  If  this  section  w'ere  amended,  the  Director  of  the  Bureau  of  Federal 
t  redit  Unions  would  still  have  ample  authority  to  require  the  establishment  of 
special  reserves  when  needed  by  certain  Federal  cretlit  unions. 

The  changes  being  sought  will  not,  in  our  opinion,  adverselv  affect  the  liquiditv 
or  solvency  of  Federal  credit  unions.  The  reserves  of  credit  unions  are  more 
than  ample  to  meet  the  needs  of  credit  unions  and  this  therefore  raises  the  ques- 
tion  as  to  whether  excess  addition  to  reserves  actually  favors  the  future  member 
ot  the  credit  union  at  the  expense  of  the  present  member.  If  reserves  were  made 
moie  le.alistic,  the  credit  union  would  have  greater  opportunity  to  participate  in 
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lower  interest  loan  programs  such  as  FHA  home  improvement  and  student 
loans ;  and,  at  the  same  time,  it  would  probably  enable  Federal  credit  unions 
to  pay  a  bigger  interest  refund  to  the  borrowers. 

MODEKNIZE  DIVIDEND  PAYMENTS 

Section  7  of  the  bill  would  authorize  a  Federal  credit  union  board  of  directors 
to  declare  dividends  quarterly  and  would  allow  it  to  apply  a  dividend  credit 
for  the  first  ten  days  of  the  month.  At  the  present  time,  the  board  of  directors 
has  authority  to  declare  dividends  annually  or  semi-annually,  and  it  has  author¬ 
ity  to  apply  a  dividend  credit  for  the  first  five  days  of  the  month.  In  other  words, 
any  shares  that  are  fully  paid  up  during  the  first  five  days  of  the  month  are 
eligible  to  receive  a  dividend  credit. 

These  two  provisions  are  designed  to  allow  Federal  credit  unions  to  continue 
to  attract  savings  with  the  use  of  contemporary  methods  which  have  attained 
considerable  acceptance  by  other  financial  institutions.  They  are  inducements 
for  savers  which  are  very  necessary  to  some  Federal  credit  unions  to  attract 
savings  in  order  to  have  funds  to  lend  to  members.  Failure  to  adopt  contemporary 
inducements  could  possibly  result  in  a  decline  of  savings  inflow  which  in  turn 
could  cause  a  reduction  in  the  low  interest  loans  that  credit  unions  were 
chartered  to  provide. 

j  Senator  Proxmire.  This  will  conclude  the  hearings.  The  record  will 
be  open  until  July  21.  We  certainly  will  give  these  bills  our  most 
sympathetic  consideration  and  act  on  them  as  promptly  as  we  can. 

(AVhereupon,  at  11:45  a.m.,  the  subcommittee  adjourned,  subject 
to  the  call  of  the  Chair.) 

(The  following  material  was  received  for  the  recoi’d :) 

The  American  Bankers  Association, 

Washington,  D.C.,  June  30,  1697. 

Hon.  William  Proxmire, 

Chairman,  Suhcommittee  on  Financial  Institutions,  Banking  and  Currency 
Committee,  V.8.  Senate,  Washington,  D.C. 

Dear  Mr.  Chairman  :  Reference  is  made  to  S.  10S4,  a  bill  to  permit  Federal 
employees  to  purchase  shares  of  Federal  or  State  chartered  credit  unions 
through  voluntary  payroll  allotment,  to  be  considered  by  the  Subcommittee  on 
Financial  Institutions.  Under  the  bill,  any  Federal  employee  would  have  the 
right  to  have  payment  on  shares  in  a  credit  union  in  which  he  is  a  member  made 
by  allotment  from  his  salary  in  such  amount  and  at  such  times  as  he  may  from 
time  to  time  request  in  writing.  It  is  required,  however,  that  the  credit  union 
shall  reimburse  the  U.S.  Government  for  the  reasonable  co.st  of  making  such 
allotment. 

The  American  Bankers  Association,  on  behalf  of  its  member  institutions, 
requests  that  in  the  event  the  Committee  gives  favorable  consideration  to  this 
\bill,  that  it  be  amended  to  include  also  provisions  to  permit  Federal  employees 
yto  exercise  similar  privileges  to  make  payments  to  banking  institutions  for 
deposit  in  savings  accounts  of  .such  employees.  There  should  not  be  any  dis¬ 
crimination  in  payroll  deductions  between  Federal  employees  who  have  savings 
accounts  with  banking  institutions  and  those  who  save  through  share  ac¬ 
counts  in  credit  unions. 

Even  though  the  bill  provides  for  reimbursement  for  the  reasonable  cost  to, 
the  Government  of  making  the  allotments  authorized  thereunder,  we  believe 
that  before  any  legislation  is  enacted  to  extend  the  area  of  permissible  payroll 
deductions  by  Federal  employees,  the  increased  payroll  operating  costs  that  the 
Government  will  be  subjected  to  be  considered,  as  it  is  difficult  to  justify  granting 
privileges  to  some  groups  and  denying  them  to  other  groups.  As  more  areas  are 
opened  for  payroll  deductions  this  inevitably  leads  to  demands  for  similar 
privileges  by  other  groups,  with  a  resulting  substantial  increase  in  the  costs  of 
Government. 

Your  favorable  consideration  of  our  reque.st  will  be  appreciated. 

Sincerely, 


Charles  R.  McNeill. 
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National  Association  of  Mutual  Savings  Banks, 

New  York,  N.Y.,  July  7,  1697. 

Hon.  William  E.  Proxmire, 

Senate  Banking  and  Currency  Committee, 

TJ.S.  Senate, 

Washington,  D.C. 

Dear  Senator  Proxmire:  I  am  writing  you  on  behalf  of  the  mutual  savings 
bank  industry  to  express  our  support  for  an  appropriate  amendment  to  the 
Federal  Payroll  Deposit  Act  which  would  permit  Government  employees  to 
designate  a  thrift  institution  as  a  recipient  of  a  portion  of  their  salary  or 
wages. 

The  mutual  savings  bank  industry  is  dedicated  to  promoting  thrift  over  the 
entire  economic  life  cycle  of  the  individual  and  his  family.  We  accordingly  sup¬ 
port  any  measure  which  would  promote  an  increase  in  saving  which  thrift 
institutions  employ  in  meeting  the  nation’s  mortgage  financing  and  other  long¬ 
term  capital  needs. 

Sincerely, 


Grover  W.  Ensley, 
Executive  Vice  President. 
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INDEX  AND  SW^-mRY  OF  H.  R.  61^7 


Feb.  27,  1967 


Oct. 

9, 

1967 

Oc.t 

11, 

1967 

Oct. 

12, 

1967 

Nov, 

3, 

1967 

Nov. 

7, 

1967 

Jan, 

30, 

1968 

Feb, 

5,  1968 

Feb, 

6,  1968 

June 

11,  1968 

June 

12,  1968 

June 

13,  1968 

June 

17,  1968 

July 

29,  1968 

Sen,  ‘Sparkman  introduced  S,  108i|.  which  was  re¬ 
ferred  to  Senate  Banking  and  Currency  Committee, 
Print  of  bill  as  introduced. 

Rep.  Patman  introduced  H.  R,  6l57  which  was 
referred  to  House  Banking  and  Currency  Committee. 
Print  of  bill  as  introduced. 

Senate  committee  reported  S,  lOBl;  with  amendments, 

S,  Rept.  590,  Print  of  bill  and  report. 

Senate  passed  S,  IO8U  as  reported, 

S,  108ii  was  referred  to  House  Government  Operations 
Committee,  Print  of  bill  as  referred. 

House  committee  voted  to  report  H,  R,  6l57« 

House  committee  reported  R,  6l57.  H,  Rept,  893* 
Print  of  bill  and  report. 

Rules  Committee  reported  a  resolution  for  consider¬ 
ation  of  H,  R,  6l57«  H,  Res,  IOI18,  H,  Rept,  IO68, 
Print  of  resolution  and  report. 

House  passed  H.  6l57  without  amendment. 

H,  R,  6157  was  referred  to  Senate  Banking  and 
Currency  Committee.  Print  of  bill  as  referred. 

Senate  committee  voted  to  report  H,  R,  6187. 

Senate  committee  reported  H,  R,  6l57  with  amendments 
S.  Rept.  1228.  Print  of  bill  and  report. 

Senate  passed  H.  R,  6I87  with  amendments. 

House  concurred  in  Senate  amendments. 

Approved:  Public  Haw  90-36^. 
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DIGEST  OF  PUBLIC  LAW  90-365 


FEDERAL  EMPLOYEES'  PAYROLL  SAVINGS  DEDUCTIONS.  Permits 
Federal  employees  to  have  up  to  two  payroll  deductions  for 
deposit  with  commercial  banks,  savings  banks,  credit  unions, 
or  savings  and  loan  associations,  and  the  remainder  of  the 
employee's  check  to  be  deposited  in  a  checking  account  or 
other  savings  account.  The  Government  will  be  reimbursed 
for  the  additional  cost  of  providing  the  payroll  deductions 
by  the  financial  institution  receiving  the  deduction. 
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90th  CONGEESS 
1st  Session 


S.  1084 


IN  THE  SENATE  OE  THE  UNITED  STATES 

February  27, 1967 

Mr.  Sparkaian  (by  request)  introduced  the  following  bill;  which  was  read 
twice  and  referred  to  the  Committee  on  Banking  and  Currency 


To  permit  Federal  employees  to  purchase  shares  of  Federal- 
or  State-chartered  credit  unions  through  voluntary  payroll 
allotment. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  tives  of  the  United  States  of  America  in  Congress  assembled, 

3  That  section  25  of  the  Federal  Credit  Union  Act  (12  U.S.O. 

4  1770)  is  amended  (1)  by  inserting  ‘‘(a)”  immediately 

5  after  ‘‘Sec.  25”  and  (2)  by  adding  at  the  end  thereof  the 

6  following  new  subsection: 

7  (b)  Any  Federal  employee  who  is  a  member  of  any 

8  credit  union  that  has  a  common  bond  consisting  of  Federal 

9  employees  and  members  of  their  families  shall  have  the 
10  right  to  have  payment  on  shares  in  the  credit  union  made 
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by  allotment  from  his  salary  in  such  amount  and  at  such 
times  as  the  employee  may  from  time  to  time  request  in 
writing.  The  credit  union  shall  reimburse  the  U.S.  Gov¬ 
ernment  for  the  reasonable  cost  of  making  such  allotment.’^ 

The  Comptroller  General  of  the  United  States  shall  issue 
regulations  to  implement  this  authority. 

‘Tn  this  subsection,  ‘Federal  employee’  means  any  per¬ 
son  employed  by  any  department,  agency,  independent  estab¬ 
lishment,  board,  office,  commission,  or  other  establishment 
in  the  executive,  legislative,  or  judicial  branch  of  the  Gov¬ 
ernment,  any  wholly  owned  or  controlled  Government 
corporation,  and  the  municipal  government  of  the  District 


of  Columbia.” 
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90th  congress 
1st  Session 


H.  R.  6157 


IN  THE  HOUSE  OF  EEPEESENTATIVES 

February  27, 1967 

Mr.  Patman  introduced  the  following  bill;  which  was  referred  to  the  Com¬ 
mittee  on  Banking  and  Currency 


A  BILL 

To  permit  Federal  employees  to  purchase  shares  of  Federal-  or 
State-chartered  credit  unions  through  voluntary  payroll 
allotment. 

1  Be  it  enacted  by  the  Senate  and  House  of  Bepresenta- 

2  tives  of  the  United  States  of  America  in  Congress  assembled, 

3  That  section  25  of  the  Federal  Credit  Union  Act  (12  U.S.O. 

4  1770)  is  amended  (1)  by  inserting  “(a)”  immediately 

5  after  ‘‘Sec.  25”  and  (2)  hy  adding  at  the  end  thereof  the 

6  following  new  subsection: 

7  “  (b)  Any  Federal  employee  who  is  a  member  of  any 

8  credit  union  that  has  a  common  bond  consisting  of  Federal 

9  employees  and  members  of  their  families  shall  have  the 
10  right  to  have  pajunent  on  shares  in  the  credit  union  made 
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l)y  allotiiieiit  from  liis  salary  in  such  amount  and  at  such 
times  as  the  employee  may  from  time  to  time  request  in 
writing.  The  credit  union  shall  reimburse  the  United  States 
Government  for  the  reasonable  cost  of  making  such  allot¬ 
ment. 

“The  Comptroller  General  of  the  United  States  shall 
issue  regulations  to  implement  this  authority. 

“In  this  subsection,  ‘Federal  employee’  means  any  per¬ 
son  employed  by  any  department,  agency,  independent 
establishment,  hoard,  office,  commission,  or  other  establish¬ 
ment  in  the  executive,  legislative,  or  judicial  branch  of 
the  Government,  any  wholly  OAvned  or  controlled  Govern¬ 
ment  corporation,  and  the  municipal  government  of  the 
District  of  Columbia.” 
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Rep.  Olsen  Inserted  an  article^  "House  Republicans  Stumble  on  Food-Aid 
Issue,"  pp,  HI3IO3-U 

l-H  CLUBS,  Rep«  Bevill  inserted  an  article  commending  tiie  work  of  the 
Hubs,  p,  HI3099 

RURAL  BAIAHCE,  Rep,  Morris,  N,  Hex,,  urged  "Federal  action  hejiliiid  a 
saneNpoliQT  to  attain  an  urban-mral  balaice#"  pp,  H13096-7 

12,  VIILDEPIIEJSS,  Received  a  request  from  the  President  "that  certad^ wilderness 
areas  inN^ifomia,  Oregon,  and  Wyoming  be  included  in  the  n^ional  wilder¬ 
ness  preseWation  system  (H,  Doc,  173)j'*  to  Interior  and  In/wlar  Affairs 
Committee,  H13110 

13  •  LAi^^D  BAIKS,  Re^  Curtis  spoke  in  support  of  his  bill  repeal  the  tax 
exmptions  of  th^Federal  land  banks,  pp,  H13105-6 

SENATE 

lli,  APPROPRIATIONS,  Contii^d  debate  on  H,  R,  116b^  the  Public  Works  and  Atonic 
Energy  Commission  approOTiation  bill  and  adopted  all  committee  amendments 
en  bloc,  pp,  SlU;57-66,  S^*  68-7U,  Slhhlly 

15 1  CREDIT  U^IICSMS,  The  Banking  and  Currency  Committee  reported  with  amendments  S, 
1081i,  to  authorize  Federal  employees  to  purchase  credit  union  shares  through 

_ voluntsuy  payroll  allotment  (S,  Rept,  ^90), f and  S,  1083,  to  modernize  tne 

Federal  Credit  Union  Act  relatingyl^  the  ib^,  investment,  dividend,  and 
reserve  provisions  (S,  Rept,  591)y4,  Sllili27 

16,  FORESTRY,  Sen,  Morse  inserted  ^3  letter  to  this  Department  and  tlie  reply  to 

that  letter  regarding  timber  ji^les  and\upplies  in  the  Pacific  Northwest, 
pp,  SliiU^-2 

17,  "^'lATER  POLLUTION;  APPROPRI^IONS,  Sen,  Nels(^ submitted  an  amendment  to  H,  R, 

II6I4.I,  the  Public  Worka/appropriation  bill,  i^ch  would  sppropriate  the  full 
$ii50  million  that  Cor^ess  authorized  for  was'^  treatment  works  in  the  Clean 
Waters  Restoration  of  1966,  pp,  S1UU27-8 

18,  POVERTY,  Sen,  Cl^k  defended  the  war-on-poverty  pr^ram  and  expressed  hope  that 
the  House  ■would/act  quickly  on  the  bill  to  extend  anii^e:q)and  it,  pp,  SII4I129-3O 

.9*  EGOI  OMYj  TAXATION,  Sen,  Long,  La,,  inserted  an  article  support  of  the  propose 
ed  tax  inc^ase,  pp,  SlliU30-l 

Sen,  Rroxmire  ccn tinned  his  opposition  to  the  proposed  increase  and 
inserted  several  articles  to  support  his  position,  pp,  Sliufc35“6,  Sli4i67 

‘0,  FLOOD/YNSURANCE,  Sen,  ^jrrd,  T/,Va,,  inserted  a  statement  ty  Sen\^ Williams,  N,J., 
iny^pport  of  tlie  proposed  National  Flood  Insurance  Act  now  pending  before  the 
^se,  p,  SlUi;33 

1,/^’fORLD  FOOD  SHORTAGE,  Sen,  McGovern  inserted  aspeech,  "Development  inNrforldwide 
Agriculture,"  which  concludes  that  "the  world  food  problem  can  be  sol^;n^," 
pp,  SlliU39-Ul 


SOCIAL  PLANHINO*  Sen*  Mondale  spoke  in  favor  of  his  bill  S*  8U3j  the  proposed 
Full  pRwrtunity  and  Social  Accounting  Act,  and  inserted  several  resolution^ 
V  in  support  of  this  measure*  pp*  SlUlihli*5  / 


AID*  Sen*  Lausche  inserted  his  answer  to  the  question,  "V/ill 
expBpdf  lessen,  or  maintain  at  its.  present  level  the  food  relief  that 
to  undeveloped  countries  in  the  world?” 

SPEMDINQ\  Sen*  Proxmire  commended  the  President  for  suspending  pi^ic  works 
spending  stated  ”he  is  making  the  reductions  precisely  wher^he  should  be 
making  thra^  without  penalizing  public  welfare  programs  or  thq/national -se¬ 
curity*"  pA^lliU68 

AIR  POLLUTION*  IS^*  Hurpliy  e3q>ressed  disappointment  at  th^ deletion  of  an 
amendment  to  the  Proposed  Air  Quality  Act  of  196?  by  the/House  Commerce 
Committee  whLdh  would  allow  Calif*  to  set  more  advance^ standards  on  emissions 
from  motor  vehiclesX^^  inserted  several  articles  fr^  Calif*  nei/sp^  ers 
urging  the  inclusion  ^  this  provision  of  the  bill*/  pp*  SlUli7U-6 

NATIONAL  PARK*  A  subcommittee  cf  the  Interior  ancylnsular  Affairs  Committee 
completed  work  on  S*  1370^to  establish  the  Re^i<rood  National  Park,  Calif* 

P-  D895 


TAX  SHARING*  Received  a  resolution  adopt 
favoring  "the  enactment  of  some  xorm  of 
p*  SliiU27 


yy  two  city  councils  in  Calif. 
'Federal  t€ix-sharing  program*" 


ITEIIS  m  APPENDIX 


APPALACHIA*  Sen*  Byrd,  Va.  ,  ins 
program*  p*  Ah9^$ 


:ted  an  ^ticle  critical  of  the  Appalachia 


EXPENDITURES;  LIBRARIES.  E3 
cizing  the  granting  of  $3/ 
Education  Act*  p*  AU96; 


msion  of  remarks 
million  for  library' 


f  Rep*  Teague,  CaLlf  *,  criti- 
esearch  under  the  Higher 


POVERTY*  Extension  o/ remarks  of  Rep*  Carter  stating\toat  many  people  are 
doubtful  if  good  effects  frcm  the  poverty  program  outii^igh  the  bad  and  in¬ 
serting  an  articl/ on  tiiis  subject*  p*  aU96U 

Rep*  Feighan  /nserted  an  editorial  praising  the  pover^  program*  p*  Aii97U 

BILLS  INTRODUCED 

TEXTILE  IMPettlTS*  H*  R*  13357  by  Rep*  Don  H*  Clausen,  and  H*  R*\D363  by  Rep* 
Kleppe,  to  provide  for  orderly  trade  in  textile  articles;  to  and  Means 
CoramitWe*  Remarks  of  Rep*  Kleppe  pp*  H13106-7 

FOOD  ADDITIVES*  H.  R*  13359  by  Rep*  Dellenback,  to  amend  the  Federal^ood, 
Dr)^,  and  Cosmetic  Act  to  include  a  definition  of  food  supplements;  toN^nter- 
iteand  Foreign  Commerce  Committee* 

XREDIT*  H*  R*  13361  by  Rep*  Hanna,  to  assist  in  the  promotion  of  economic 
stabilization  by  reqiiring  the  disclos\ire  of  finance  charges  in  connection 
with  extension  of  credit;  to  Banking  and  Currency  Committee*  Remarks  of  autlio 
pp*  H13089-90 
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October  9,  1967. — Ordered  to  be  printed 


Mr.  Proxmire,  from  the  Committee  on  Banking  and  Currency, 

submitted  the  following 

REPORT 

[To  accompany  S.  1084] 

The  Committee  on  Banking  and  Currency,  to  which  was  referred 
the  bill  (S.  1084)  to  permit  Federal  employees  to  purchase  shares  of 
Federal-  or  State-chartered  credit  unions  through  voluntary  payroll 
allotment,  having  considered  the  same,  report  favorably  thereon 
with  amendments  and  recommend  that  the  bill  as  amended  do  pass. 

Purpose  of  the  Bill 

The  purpose  of  S.  1084  is  to  permit  Federal  employees  to  save 
through  the  payroll  savings  plan.  The  bill  woidd  permit  Federal 
employees  to  have  up  to  two  payroll  deductions  for  deposit  with 
commercial  banks,  savings  banks,  credit  unions,  or  savings  and  loan 
associations.  The  biU  would  also  permit  the  remainder  of  an  em¬ 
ployee’s  check  to  be  deposited  in  a  checking  account  or  other  savings 
Account.  The  Government  would  be  reimbursed  for  the  additional 
cost  of  providing  the  payroll  deductions  by  the  financial  institution 
receiving  the  deduction.  The  system  would  be  administered  pursuant 
,  to  regulations  prescribed  by  the  Secretary  of  the  Treasury.  The  biU 
1  would  apply  to  Federal  employees  of  the  executive,  legislative,  and 
judicial  branches  as  well  as  to  independent  regulatory  commissions 
and  Government  corporations. 

Under  present  law,  the  head  of  each  department  has  authority  to 
authorize  payroll  allotments  “for  such  purposes  as  such  department 
head  deems  appropriate”  (5  U.S.C.  3075).  Under  this  authority, 
payroll  deductions  have  been  authorized  for  savings  bonds,  contribu¬ 
tions  to  the  Combined  Federal  Campaign,  union  dues,  and  in  the 
case  of  military  personnel,  payments  for  credit  union  shares.  However, 
there  is  no  uniform  system  for  payroll  deductions  which  applies  to  aU 


85-010 


2 


PAYROLL  DEDUCTIONS  FOR  FEDERAL  EMPLOYEES 


Federal  employees,  and  in  the  case  of  most  civilian  employees,  deduc¬ 
tions  through  the  payroll  savings  plan  are  not  permitted  except  for 
Federal  savings  bonds.  Under  the  bill  recommended  by  the  com¬ 
mittee,  the  Federal  Government  woidd  be  required  to  make  iiayroU 
savings  deductions  for  deposit  in  banks,  savmgs  banks,  savings  and 
loan  associations,  and  credit  unions  upon  the  wu-itten  request  of  a 
Federal  employee. 

History  of  Legislation 

The  bill  was  introduced,  by  request,  by  Senator  John  Sparkman  on 
February  27,  1967.  As  first  introduced,  the  bill  would  have  amended 
the  Federal  Credit  Union  Act  (12  U.S.C.  1751)  by  authorizing  payroll 
deductions  only  for  the  purchase  of  credit  union  shares.  Hearings 
were  held  on  the  bill  before  the  Subcommittee  on  Financial  Institutions 
on  July  11,  1967,  under  the  chairmaushi2)  of  Senator  Wdliam  Proxmire. 
Statements  were  received  from  the  American  Bankers  Association,  the 
U.S.  Savings  &  Loan  League,  and  the  National  Association  of  Mutual 
Savings  Banks  recommending  that  the  payroll  deduction  jirovisions  be 
expanded  to  cover  payments  to  all  savings  institutions.  Testimony/ 
was  received  from  the  Credit  Union  National  Association  in  supporl\ 
of  the  bill  and  from  the  Bureau  of  Federal  Credit  Unions  and  Depart¬ 
ment  of  the  Treasury  in  opposition  to  the  bill.  The  Treasury  opposed 
the  bill  on  the  grounds  that  it  might  adversely  affect  the  sale  of  savings 
bonds  to  Federal  employees  and  would  unduly  complicate  the  Federal 
payroll  system. 

Committee  Amendments 

The  committee  approved  an  amendment  offered  by  Senator  Proxmh-e 
to  expand  the  scope  of  the  bill  to  cover  payroll  deductions  for  savings 
to  be  deposited  in  banks,  savings  banks,  savings  and  loan  associations, 
or  credit  unions.  The  committee  also  approved  a  further  amendment 
offered  by  Senator  Bennett  to  authorize  payroll  deductions  for  deposit 
in  two  sa\dngs  institutions.  In  other  words,  an  employee  might  have 
one  deduction  for  deposit  in  his  savings  account  at  a  savings  and  loan 
association  and  another  deduction  for  deposit  with  a  credit  union.  The 
remainder  of  his  check  might  still  be  sent  to  his  checking  account  at  a 
commercial  bank  or  for  deposit  with  another  savings  institution.  The 
Government  would  be  reimbursed  for  the  cost  of  the  two  deductions, 
but  the  remainder  of  the  check  could  be  deposited  with  a  financial 
institution  without  charge.  In  order  to  avoid  disunites  over  whiclx, 
financial  institution  would  provide  rehnbursement,  the  bill  provides 
that  if  an  employee  elected  to  have  his  check  sent  to  two  or  three 
financial  institutions  the  check  in  the  largest  amount  would  not  require 
reimbursement  while  the  remaining  checks  would.  In  effect,  the 
smaller  checks  would  be  considered  to  be  the  deductions  and  the  larger 
check  would  be  considered  to  be  the  employee’s  basic  pay. 

Need  for  Legislation 

The  committee  believes  that  jjayi’oll  deductions  are  an  effective  and 
efficient  way  of  encouraging  additional  savings  and  will  benefit  our 
economy.  The  bill  should  facihtate  the  flow  of  funds  to  financial 
institutions,  thereby  easing  credit  conditions  and  remo\dng  some  of 
the  upward  pressure  on  interest  rates.  To  the  extent  the  bill  encourages 
greater  thrift,  it  would  remove  funds  from  the  direct  spending  stream  i 
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thereby  helping  to  reduce  inflationary  pi’essiu’es.  Promoting  greater 
saving  can  be  a  most  effective  and  ])ainless  way  of  fighting  inflation. 

'fhe  committee  also  believes  that  ])ayroil  deductions  will  benefit 
the  Federal  Government  as  an  emploj^ei’.  Many  jirogressive  employers 
in  business  and  industry  have  payroll  savings  plans  and  these  have 
come  to  be  recognized  as  a  sound  employment  jiractice.  The  encourage¬ 
ment  of  regular  saving  assures  a  souice  of  funds  for  employees  to 
meet  emergencies  or  to  finance  large  purchases.  This  should  result  in 
fewer  employees  who  overextend  themselves  and  get  into  financial 
trouble.  This  in  turn  shoidd  lead  to  a  more  productive  and  stable 
work  force  and  fewer  com])laints  to  the  Federal  Government  from 
creditors  concerning  Federal  emjiloyees  in  financial  difficultj\ 

Finally,  the  committee  believes  the  bill  will  benefit  the  Federal 
em])loyee.  It  vdll  make  it  easier  and  more  convenient  for  the  average 
emploj'ee  to  save  on  a  regular  basis.  As  previously  mentioned,  it  will 
tend  to  assure  a  ready  source  of  funds  and  reduce  financial  problems. 
It  will  particularly  benefit  employees  of  moderate  income,  who,  when 
financial  trouble  strikes,  are  often  forced  to  borrow  at  high  interest 
rates. 

The  committee  is  mindful  of  the  Treasury  argument  that  payroll 
deductions  for  other  forms  of  savings  might  undercut  Treasury  bond 
sales  to  Federal  employees.  Although  such  a  possibfiity  exists,  the 
committee  does  not  beheve  it  is  likely.  Many  private  employers 
authorize  deductions  for  both  Federal  savings  bonds  and  other  forms 
of  savings.  For  example,  80  percent  of  the  employees  of  Lockheed 
Aircraft  have  credit  union  payi'oll  deductions,  but  99  percent  have 
savings  bond  deductions. 

The  committee  also  recognizes  the  argument  that  additional  deduc¬ 
tions  complicate  Federal  payroll  operations.  However,  m  view  of  the 
benefits  to  be  derived  by  encouraging  saving,  and  in  view  of  the  com¬ 
puterized  nature  of  most  Federal  payi’oU.  systems,  and  in  view  of  the 
fact  that  the  Government  woidd  be  reimbursed  for  the  additional  cost 
of  providing  the  deductions,  the  committee  feels  the  bill  would  not 
represent  any  significant  burden  on  the  Federal  Government. 

With  respect  to  cost,  the  committee  understands  the  Civil  Service 
Commission  has  already  established  a  standard  service  charge  of  2 
cents  per  iidividual  deduction  exclusive  of  any  postage  cost.  The 
committee  expects  such  a  charge  should  be  adequate  to  cover  all 
additional  costs  associated  with  payi’oll  saGngs  deductions  authorized 
under  the  bill. 

Changes  in  Existing  Law 

In  compliance  with  subsection  (4)  of  rule  XXIX  of  the  Standing 
Rules  of  the  Senate,  changes  in  existing  law  made  by  the  bill,  as 
reported,  are  shown  as  follows  (existing  law  proposed  to  be  omitted 
is  enclosed  in  black  brackets,  new  matter  is  printed  in  italic,  existing 
law  in  which  no  change  is  proposed  is  shown  in  roman) : 

Section  3620  of  the  Revised  Statutes  as  A.uended 

(31  U.S.C.  492) 

DISBURSING  OFFICERS 

(a)  It  shall  be  the  duty  of  every  disbursing  officer  having  any 
imblic  money  intrusted  to  him  for  disbursement,  to  deposit  the  same 


4  PAYROLL  DEDUCTIONS  FOR  FEDERAL  EMPLOYEES 

with  the  Treastirer  or  Avith  one  of  the  depositaries  of  the  United 
States  mentioned  in  section  476  of  this  title,  and  to  draw  for  the  same 
only  as  it  may  he  required  for  pa5'ments  to  be  made  by  him  in  pursu¬ 
ance  of  law  and  draw  for  the  same  only  in  favor  of  the  persons  to  whom 
payment  is  made;  and  aU  transfers  from  the  Treasurer  of  the  United 
States  to  a  disbursing  officer  shall  be  by  draft  or  warrant  on  the 
I'reasury.  In  places,  hmvever,  ivhere  there  is  no  treasurer  or  deposi¬ 
tary,  the  Secretary  of  the  Treasury  may,  when  he  deems  it  essential 
to  the  public  interest,  specially  authorize  in  vTiting  the  deposit  of 
such  public  money  in  any  other  public  depositary,  or,  in  Avriting, 
authorize  the  same  to  be  kept  in  any  other  manner,  and  under  such 
rules  and  regulations  as  he  may  deem  most  safe  and  effectual  to 
facilitate  the  payments  to  public  creditors. 

(b)  (1)  Notwithstanding  subsection  (a)  of  this  section  or  any  other 
provision  of  laAv,  and  under  regulations  to  be  prescribed  by  the  Secre¬ 
tary  of  the  Treasury,  the  head  of  an  agency  [may]  shall,  upon  the 
AATitten  request  of  [a  person]  an  employee  of  the  agency  to  Avhom  a 
payment  /or  wages  or  salary  is  to  be  made,  authorize  a  disbursing 
officer  to  make  the  payment  [ — (1)]  in  the  form  of  one,  tivo,  or  three 
checks  {the  number  of  checks  and  the  amount  of  each,  if  more  than  one, 
to  he  designated  by  such  employee)  by  sending  to  [the]  each  financial 
organization  designated  by  [that  person]  such  employee  a  check  that 
is  draAvn  in  favor  of  [that]  the  organization  and  is  for  credit  to  the 
checking  account  of  [that  person ;  or]  such  employee  or  is  for  the  de¬ 
posit  of  savings  or  purchase  of  shares  for  such  employee:  Provided,  that 
the  agency  shall  not  he  reimbursed  for  the  cost  of  sending  one  check  re¬ 
guested  by  such  employee  hut  shall  he  reimhirsed  for  the  additional  cost 
of  sending  any  additional  check  reguested  hy  such  employee  by  the  finan¬ 
cial  organization  to  which  such  check  is  sent.  For  the  purposes  of  the  fore¬ 
going  proviso,  the  check  for  which  the  agency  shall  not  be  reimbursed  shall 
be  the  check  in  the  largest  amount. 

(2)  [if]  If  more  than  one  [person]  employee  to  Avhom  a  payment 
is  to  be  made  designates  the  same  financial  organization,  the  head  oi 
an  agency  may,  upon  the  written  reguest  of  such  employee  and  under 
regulations  to  he  prescribed  hy  the  Secretary  of  the  Treasury,  authorize  a 
disbursing  officer  to  make  the  payment  by  sending  to  the  organization  a 
check  that  is  draAAm  in  faAmr  of  the  organization  for  the  total  amount 
[due]  designated  by  those  [persons]  employees  and  by  specifying  the 
amount  to  be  credited  to  the  account  of  each  of  those  [persons] 
employees. 

(3)  In  this  subsection,  the  term  “agency”  means  any  department, 
agency,  independent  establishment,  board,  office,  commission,  or  other 
establishment  in  the  executive,  legislatNe,  or  judicial  branch  [,]  of 
the  GoA^ernment,  any  wholly  oAvmed  or  controlled  Government 
corporation,  and  the  municipal  government  of  the  District  of  Colum¬ 
bia;  and  the  term  “financial  organization”  means  any  bank,  savings 
bank,  saAungs  and  loan  association  or  similar  institution,  or  Federal 
or  State  chartered  credit  union. 

(c)  Payment  by  the  United  States  [of  a]  in  the  form  of  more  than 
one  check,  draAA'n  in  accordance  Avith  subsection  (b)  and  properly 
endorsed,  shall  constitute  a  full  acquittance  for  the  amount  due  to  the 
[pei’son]  employee  requesting  payment. 
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IN  THE  SENATE  OF  THE  UNITED  STATES 

February  27, 1967 

Mr.  Sparkman  (by  request)  introduced  tlie  following  bill;  whicb  was  read 
twice  and  referred  to  the  Committee  on  Banking  and  Currency 

October  9, 1967 

Eeported  by  Mr.  I’roxmire,  with  amendments 
[Strike  out  all  after  the  enacting  clause  and  insert  the  part  printed  in  italic] 


A  BILL 


To  perniit  Federal  employees  to  purchase  shares  of  Federal- 
or  State-chartered  credit  unions  through  voluntary  payroll 
allotment. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  fives  of  the  United  States  of  America  in  Congress  assembled, 

3  Tha-t  seelion  ef  tUe  Fedmd  Gi-edit  Union  T^-e^  U.S.Ct 

4  4-7-7Q)-  is  amended  -fhf  hy  inserting  -^a)  ’’ 

5  after  and  -(Sf  hy  addn 

6  fnllowing  new  snbseetion : 

7  Any  Federal  employee  who  is  a  nmmher  ef  any 

8  credit  union  that  has  a  common  bond  consisting  of  Federal 
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iiieniboi^  el  tbe^  faffliliefj  shall  ha¥G  ihe 
le  hft¥e  paymant  ee  shades  ie  Ihe  0fe4k  ftRien  made 
hy  allotmeel  Faem  his  selaiy  ie  seeh  ameeefe-  ami  a4  seeh 
limes  as  liie  emfieyee  may  fnaii  lime  le  lime  request  m 
-wiiliegT  44m  mmdil  ueiee  shall  reimhurse  ihe  41;8.-  €le¥- 

/  ti»-i  1  1  h  1  t  4  1  1  \  /\  t*/  \-4->  /~v  i  Y  V  \  Ir  1  t-i  /Y»  cin  /.Ty  t  >  11  v  4  /-tyt  4  ^  ^ 

I  1  1 1  i  1 1 1  I  IT  It  ft  t  tl  t  I  V  f  ritU /Ttr  it  fni7  t  fl  llIillVJlJ  ^  oltt'll  i  illwl  llTv*!!  I  • 

44m  Cm^uplreller  General  eF  ihe  United  8lales  shall  issue 
reguklions  le  mi^dmnent  Ihis  aull^erity. 

^  Ihis  suhse<-lioe7  ‘UiHleral  empleyee^  means  any  pen- 
sen  employed  hy  any  department,  ageney,-  hnlependeiil  eslah- 
lishment,  bear-dj  office,  eommission,  er  ether  establishment 
in  the  emmulhrej  kgklativcq  er  jndieial  braneh  eF  the  Gem 


emmenh  wlmlly  ewned  er  e<mlrt>tled  Grvvenmnenl  eer- 
peralieny  and  llm  mnnieipal  ^enemnmnl  eF  the  Uistrmt  eF 

TJtat  suhsections  (h)  and  (c)  of  section  3620  of  the  I^evised 
Statutes,  as  amended  (31  U.S.C.  492),  are  amended  to  read 
as  foUov's: 

“(b)(1)  Notwithstanding  subsection  (a)  of  this  section 
or  ariji  other  provision  of  law,  and  under  regulations  to  be 
prescribed  bg  the  Secretary  of  the  Treasury,  the  head  of  an 
agency  shall,  upon  the  written  request  of  an  employee  of  the 
agency  to  whom  a  payment  for  wages  or  salary  is  to  be  made, 
authorize  a  disbursing  officer  to  mahe  the  payment  in  the 
form  of  one,  two,  or  three  checks  ( the  number  of  checks  and 
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the  amount  of  each,  if  more  than  one,  to  he  designated  hy 
such  employee)  hy  sending  to  each  financial  organization  des¬ 
ignated  hy  such  employee  a  check  that  is  dravm  in  favor  of 
the  organization  and  is  for  credit  to  the  checking  account  of 
such  employee  or  is  for  the  deposit  of  savings  or  purchase  of 
shares  for  such  employee:  Provided,  That  the  agency  shall 
not  he  reimhursed  for  the  cost  of  sending  one  check  requested 
hy  such  employee  hut  shall  he  reimhursed  for  the  additional 
cost  of  sending  any  additional  check  requested  by  such  em¬ 
ployee  hy  the  financial  organization  to  which  such  check  is 
sent.  For  the  purposes  of  the  foregoing  proviso,  the  check  for 
which  the  agency  shall  not  he  reimhursed  shall  he  the  check  in 
the  largest  amount. 

“(2)  If  more  than  one  employee  to  whom  a.  payment 
is  to  he  made  designates  the  same  financial  organizaiion,  the 
head  of  an  agency  may,  upon  the  ivritten  request  of  such 
employee  a7id  under  regulations  to  he  prescrihed  hy  the 
Secretary  of  the  Treasury,  authorize  a  disbursing  officer 
to  make  the  payment  hy  sending  to  the  organization  a  check 
that  is  drawn  in  favor  of  the  organization  for  the  total 
amount  designated  hy  those  employees  and  hy  specifying 
the  amount  to  he  credited  to  the  account  of  each  of  those 
employees. 

^‘(3)  In  this  subsection,  the  temn  ‘agency  means  any 
department,  agency,  independent  establishment,  hoard,  office. 
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commission,  or  other  establishment  in  the  executive,  legis¬ 
lative,  or  judicial  branch  of  the  Government,  any  wholly 
owned  or  controlled  Government  corporation,  and  the  munici¬ 
pal  government  of  the  District  of  Columbia;  and  the  term 
'financial  organization^  means  any  bank,  savings  bank, 
savings  and  loan  association  or  similar  institution,  or  Federal 
or  State  chartered  credit  union. 

“(c)  Payment  by  the  United  States  in  the  foimi  of 
more  than  one  check,  draivn  in  accordance  with  subsection 
(b)  and  prope7dy  endorsed,  shall  constihite  a  full  acquit¬ 
tance  for  the  amount  due  to  the  employee  requesting  payment.^’ 

Amend  the  title  so  as  to  read:  ‘‘A  bill  to  amend  section 
3620  of  the  Eevised  Statutes  with  respect  to  payroll  deduc¬ 
tions  for  Federal  employees.” 
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'-i^IGHLIGHTS :  House  passed  ^y  bill. 


SENATE 

1.  APPROPlilATI OHS y/ Passed  with  amendments  H,  R,  103l;9,  the ' Depa^ments  of  State, 

Justice,  and /Commerce,  the  Judiciary,  and  related  agencies  appropriation  bill, 
and  confere^^s  were  anpointed#  House  conferees  have  not  been  ap^xointed, 
pp.  Slli99^26 

2.  CREDIT  Ul.jTQNS.  Passed  as  reported  S.  108U.  to  permit  Federal  employees  uo  pur¬ 

chase  credit  union  shares  through  voluntary  payroll  allotments,!  and  s.*>^JLu89, 
to  m/odernize  the  Federal  Credit  Union  Act  relating  to  tiie  idan,  investm^t, 
dividend,  and  reserve  provisions,  pp.  S1U999-9 

JiliITTEE  VETO.  Sen,  Ervin  inserted  several  statements  made  during,  hearings 
on  the  "committee  veto"  inhich  he  said  is  "a  highly  controversial  form  of 
congressional  revlexf  and  oversight  of  the  administration  of  the  laws  by  the 
executive  branch,"  pp,  SII+67I-8I 
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RURAL  DEVELOBIENT .  Sen.  Monroney  urged  the  enactment  of  a  rural  development 
program  and  inserted  a  speech  by  the  Vice-President  on  this  subject,  pp, 
S1U698-9 


5.  EMS^EI'ICI  food*  Sen,  Javits  recommended  the  enactment  of  an  emergency  f^d 
aid^’bill  and  commended  the  efforts  now  being  made  to  add  this  legislation 
to  tJ^  antipoverty  bill*  p,  Slii6Ul 


6.  C00PERATI\ES.  Sen.  Javits  commended  the  work  of  farmer  cooperative 
celebrati^  of  National  Co-Op  Month  during  October*  pp.  SlU6U0-i 


on  the 


7.  POLLUTION,  SeVu  Griffin  spoke  in  favor  of  S.  13i4.1,  to  broadeiy^the  Federal  role 

in  lake  pollutron  abatement.  He  said,  ’’The  legislation  woulO  authorize 
$5  million  to  develop,  through  local  and  regional  program^  improved  methods 
for  the  preventions  and  removal  of  pollutants  from  small  ^kes."  pp.  SlU6i+i|-5 
Sen,  Hartke  urge\  that  more  attention  be  given  to  th/e  control  of  pollution 
in  Lake  Michigan  and\alled  on  the  agencies  involved  ^  set  priorities  in  an 
effort  to  clear  up  con^sion  in  this  area*  pp*  Sli4682-3 

A  subcommittee  of  theSy^blic  Works  Committee  completed  work  on  S.  13^1^  to 
authorize  grants  to  StateX  for  programs  to  controi  pollution  in  lakes;  and 
S.  1870,  to  authorize  funds\for  assisting  in  pry^ams  to  eliminate  acid 
.  pollution  in  streams,  p*  D9t 

8.  RECREATION,  Sen.  Yarborough  spol^^  in  favor >^f  his  bill,  S,  U>-to  establish 

the  Big  Thicket  National  Park,  an^  insert>ra  an  article  in  support  of  this 
measure,  pp,  S1U660-1 

9.  RESEARCH,  Sen.  Baker  spoke  in  favor  S*  Res,  68,  to  establish  a  Select 

Committee  on  Technology  and  the  Hurum  EKyiroimient,  and  inserted  numerous 
letters  in  support  of  this  measur^  pp,^lii66l-71 

10,  MIlMll'fG  CLAIMS,  The  Interior  anc^nsular  Affdirs  Committee  reported  with  amend¬ 

ment  S,  2121,  to  extend  the  p/Enfiod  for  reliefSpf  occupants  of  certain  unpatent¬ 
ed  mining  claims  (S.  Rept*  03).  p.  Slii627 

11,  GARDEN  PLArTING  ^/EEK,  Th^Judiciary  Committee  reported  without  amendment  S, 

Res,  85,  to  authorize  yfe  President  to  designate  thk  first  full  week  in  October 
of  each  year  as  "Spri^jfl  Garden  Planting  Week"  (S.  Re^*  608),  p.  S1U627 

12,  COTOlIGHTS*  The  Jujilciary  Committee  reported  with  amendm^t  S.  2216,  to  estab¬ 

lish  a  National  Commission  on  Nexir  Technological  Uses  of  C^yrighted  Works 
(S.  Rept,  6U0)./p,  S1U627 


HOUSE 

13*  PAY;  POSTA^RATES,  Passed,  318-89,  with  amendments  H,  R*  7977,  tl^ postal  rates 
and  pay  increase  bill,  pp,  H13217-278,  H13309-10 
Agreed/to  the  following  amendments: 

^^^Rep,  Udall,  to  offer  "some  of  the  classified  people  premium  pay  Tor  duties 
^  incurred  in  a  travel  status,"  pp.  H132U6-7 

By  Rep,  Corbett,  to  require  "each  department  and  agency  of  the  executWe 
branch,  with  the  exception  of  the  postal  field  service,  to  absorb  the, 
full  cost  of  the  pay  raises  provided  in  tlie  bill  for  fiscal  1968  that  are 
in  excess  of  the  sutionnts  contained  in  the  fiscal  1968  budget,"  p.  H1326p 
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Senate 


(Legislative  day  of  Tuesday,  October  10,  1967) 


The  Senate  met  at  11  a.m.,  onSthe  ex¬ 
piration  of  the  recess,  and  was  called  to 
order  by  the  President  pro  tempore. 

The  Chaplain,  Rev.  Frederick  Br^n 
Harris,  D.D.,  offered  the  followu 
prayer : 

Our  Father,  God,  again  we  tiu-n  to  this 
wayside  altar  of  prayer;  but  we  come,  not 
that  we  should  commune  with  Thee  only 
at  this  particular  time  and  place,  but  to 
so  open  our  lives  to  Thee  that  Thou  wilt 
be  the  companioning  presence  of  every 
hour,  facing  with  us  what  we  face,  go¬ 
ing  with  us  where  we  go,  sustaining, 
guiding,  correcting,  empowering,  until 
our  brief  day’s  work  is  done. 

Our  Father,  we  cannot  adequately  face 
such  a  world  and  make  our  humble  con¬ 
tribution  to  the  healing  of  its  open  sores 
unless  we  keep  untarnished  our  faith  in 
Thy  power  to  make  even  the  wrath  of 
man  praise  Thee,  and  in  the  ultimate  vic¬ 
tory  of  Thy  purpose — 

Lord,  in  this  hour  of  tumult ; 

Lord,  in  this  night  of  fears. 

Keep  open,  O  keep  open. 

Our  eyes,  our  hearts,  our  ears. 

In  the  dear  Redeemer’s  name  we  pray. 
Amen. 


THE  JOURNAL 

Mr.  MANSFIELD.  Mr.  President,  I^ask 
imanimous  consent  that  the  Jour^l  of 
the  proceedings  of  Tuesday,  Oct^er  10, 
1967,  be  approved. 

The  PRESIDENT  pro  temgrfre.  With¬ 
out  objection,  it  is  so  ordered 


'The  PRESIDENT  pro  tempore.  Under 
the  order  entered  yesterday,  debate  on 
the  pending  motion  of  the  Senator  from 
Illinois  is  limited  to  2  hours,  the  time, 
equally  divided  between  the  Senator  fro: 
Illinois  [Mr.  Dirksen]  and  the  Senator 
from  Wisconsin  [Mr.  ProxmireI. 

kThe  Chair  recognizes  the  Senatoi/from 
Illinois. 

MANSFIELD.  Mr.  Presiji^nt,  will 
the  Senator  from  Illinois  yytid.  to  me 
1  mimiSe? 

Mr.  DIRKSEN.  I  yield. 


EXECUTIVE  ^SESSION 

Mr.  MANSFIi^ryMr.  President,  I  ask 
unanimous  consume  that  the  Senate  go 
into  executive  s/ra«on  to  consider  the 
nomination  or^he^xecutive  Calendar. 

The  PRESIDENT  pro  tempore.  With¬ 
out  objection  it  is  so  v’dered. 


NA'] 


tONAL  TRANSPOXTATION 
SAFETY  BOARI 


'ryie  legislative  clerk  read  tiim  noml- 
naiilon  of  Francis  H.  McAdamskof  the 
istrict  of  Columbia,  to  be  a  mentoer  of 
the  National  Transportation  si^ety 
Board. 

The  PRESIDENT  pro  tempore.  Wit] 
out  objection,  the  nomination  is  consid¬ 
ered  and  confirmed. 

Mr.  MANSFIELD.  Mr.  President,  I  ask 
unanimous  consent  that  the  President 
be  immediately  notified  of  the  confirma¬ 
tion  of  this  nomination. 

The  PRESIDENT  pro  tempore.  With¬ 
out  objection,  it  is  so  ordered. 


DEPARTMENTS  OF  ST^TE,  JUSTICE, 
AND  COMMERCE,  IHE  JUDICIARY, 
AND  RELATED  .^ENCIES  APPRO¬ 
PRIATIONS,  19j 

’The  president  pro  tempore.  The 
Chair  lays  be^e  the  Senate  the  un¬ 
finished  business,  which  the  clerk  will 
state  by  titl^ 

The  Leoklative  Clerk.  A  bill  (H.R. 
10345)  nfaking  appropriations  for  th. 
Departments  of  State,  Justice,  and  Corn- 
mere^  the  judiciary,  and  related  agen- 
cie^^or  the  fiscal  year  ending  June  30, 
1903,  and  for  other  purposes. 

'The  Senate  resumed  the  consideration 
^of  the  bill.  _ 


LEGISLATIVE  SESSION 

Mr.  MANSFIELD.  Mr.  President,  I  ask 
imanimous  consent  that  the  Senate  re¬ 
sume  the  consideration  of  legislative 
business. 

The  PRESIDENT  pro  tempore.  With 
out  objection,  it  is  so  ordered. 


CREDIT  UNIONS 

Mr.  MANSFIELD.  Mr.  President,  I  ask 
unanimous  consent  that  the  Senate  pro¬ 
ceed  to  the  consideration  of  Calendars 
Nos.  572  and  573,  S.  1084  and  S.  1085,  in 
that  order. 


The  PRESIDENT  pro  tempore.  With¬ 
out  objection,  it  is  so  ordered. 

Mr.  PROXMIRE.  Mr.  President,  on 
Monday,  October  9,  the  Committee  on 
Banking  and  Currency  reported  favor¬ 
ably  on  S.  1084  and  S.  1085. 

S.  1084  would  authorize  payroll  deduc¬ 
tions  for  Federal  employees.  As  originally 
introduced  the  bill  would  have  authorized 
payroll  deductions  for  deposit  in  credit 
unions.  However,  during  the  course  of 
the  hearings  it  became  evident  that 
there  is  no  valid  grounds  for  discriminat¬ 
ing  between  credit  imions  and  other  fi¬ 
nancial  institutions,  such  as  savings  and 
loan  associations,  banks,  or  mutual  sav¬ 
ings  banks.  I,  therefore,  introduced  an 
amendment  which  was  approved  by  the 
committee  to  broaden  the  scope  of  the 
bill  to  cover  all  financial  institutions. 

Senator  Bennett,  the  ranking  Repub¬ 
lican  member,  has  been  extremely  help¬ 
ful  in  developing  this  legislation.  Sena¬ 
tor  Bennett  offered  an  amendment  in 
committee  which  made  it  possible  for 
Fedei'al  employees  to  have  two  payroll 
deductions  for  savings  instead  of  one. 
This  means  an  employee  could  send  a 
portion  of  his  check  perhaps  to  a  credit 
union,  a  second  portion  to  a  savings  and 
loan  association,  and  deposit  the  re¬ 
mainder  in  his  checking  account. 

I  believe  the  experience  in  private  in¬ 
dustry  has  confirmed  the  benefits  of  the 
payroll  savings  plan.  Most  progressive 
employers  pennit  employees  to  save 
regularly  through  automatic  payroll  de¬ 
ductions.  This  benefits  the  employer 
since  fewer  employees  get  into  financial 
difficulties  if  they  save  regularly.  As  a 
result,  the  employer  has  a  more  produc¬ 
tive  and  stable  work  force  and  receives 
fewer  complaints  from  creditors  seeking 
to  collect  bills  from  employees. 

The  bill  also  will  benefit  the  Federal 
employees  to  insure  a  ready  source  of 
cash  to  meet  financial  emergencies  or 
to  finance  unusual  expenditm’es.  Hope¬ 
fully,  this  will  reduce  the  cost  of  bor¬ 
rowing  for  thousands  of  Federal  em¬ 
ployees  who  when  financial  trouble 
strikes,  are  forced  to  borrow  money  at 
high  rates  of  interest. 

The  bill  will  also  benefit  the  national 
economy  by  encouraging  thrift  and  sav¬ 
ings  thereby  easing  some  of  the  possibili¬ 
ties  of  infiationaiT  pressures. 


S  14595 


S 14596 
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Mr.  President,  I  urge  the  Senate  to 
adopt  S.  1084.  I  believe  it  is  in  the  best 
interest  of  the  Federal  Government,  it 
is  in  the  best  interest  of  the  Federal  em¬ 
ployees,  and  in  the  best  interest  of  our 


national  economy. 

Mr.  President,  the  Banking  and  Cur¬ 
rency  Committee  also  reported  S.  1085 
to  modernize  Federal  credit  union  opera¬ 
tions.  The  bill  would  permit  three  sig¬ 
nificant  improvements  in  existing  Fed¬ 
eral  credit  union  procedures. 

First  of  all,  the  biU  would  permit  Fed¬ 
eral  credit  unions  to  delegate  a  loan  of¬ 
ficer  the  authority  to  approve  loans.  At 
the  present  time,  loan  officers  can  ap¬ 
prove  unsecured  loans  under  $750  or 
other  loans  secured  entirely  by  shares. 
However,  all  other  loans  must  be  ap¬ 
proved  by  the  credit  committee.  Since 
the  credit  committee  consists  of  unpaid 
volunteers  and  since  it  is  difficult  for  the 
credit  committee  to  assemble  on  short 
notice,  it  has  been  difficult  to  meet  the 
rising  volume  of  loan  applications.  The 
ability  to  delegate  loan  approval  author¬ 
ity  to  a  loan  officer  will  speed  up  the 
processing  of  loans  and  will  enable  the 
credit  union  to  serve  its  members  more 
effectively. 

Second,  the  bill  would  permit  credit 
unions  to  pay  dividends^  on~artm'a'fTe^ 
“basis  as  oppose3Tx^the^fesent  law,  whi^ 
-amiy  permits  semiannual  dividends. 
This  provision  is  designed  to  bring  credit 
unions  up  to  date  and  in  accord  with  the 
practices  of  other  financial  institutions. 
The  payment  of  quarterly  dividends  will 
permit  credit  unions  to  continue  to  com¬ 
pete  for  savings,  thereby  sharing  a  source 
of  low  cost  credit  for  their  members. 

Three,  the  bill  permits  credit  unions 
to  apply  a  full  month’s  dividend  credit  to 
funds  received  during  the  ftrst  10  days 
of  the  month.  The  present  law  permits 
sucli  credit  only  for  funds  received  dur¬ 
ing  the  first  5  days  OT  the  month.  Once 
again* -the.-change  is  necessary  to  bring 
credit  unions  up-to-date  in  order  to 
match  the  practices  of  other  financial 
institutions.  This  will  assist  the  average 
credit  union  to  continue  to  attract  funds 
so  that  it  can  provide  its  members  with 
the  credit  they  need. 

Mr.  President,  I  recommend  the  adop¬ 
tion  of  S.  1084  and  S.  1085.  These  bills 
were  approved  unanimously  by  the  com¬ 
mittee.  I  believe  they  will  go  a  long  way 
in  modernizing  Federal  credit  unions 
and  encouraging  savings  and  thrift  on 
the  part  of  Federal  employees. 


Mr.  President,  when  hearings  weri 
held  on  S.  1084  we  heard  testimony  fron 
representatives  of  the  executive  branch 
At  that  time,  the  committee  did  not  ex 
plore  the  effect  of  the  bill  upon  the  pay^ 
roll  operations  in  the  House  and  the  Sen¬ 
ate.  Although  the  bill  would  apply  U 
House  and  Senate  employees  as  well  ai 
all  other  Federal  employees.  It  has  re¬ 
cently  come  to  my  attention  that  th( 
payroll  procedures  of  the  House  and  Sen¬ 
ate  may  be  unique  and  contain  problem! 
not  experienced  by  any  other  govern¬ 
mental  apncy.  For  example,  the  House 
and  Senate  disbursing  offices  are  required 
to  send  c^cks  to  the  employees  in  aU  5C 

fhroff ’v,  scattered 

through  many  congressional  districts 
y  way  of  contrast,  most  executive 


branch  payroll  operations  are  concen¬ 
trated  in  a  single  area.  Since  this  special 
problem  was  not  considered  in  commit¬ 
tee,  I  am  hopeful  that  the  House  com¬ 
mittee  will  give  special  attention  to  it. 

The  House  hearings  may  develop  the 
need  for  special  procedures  for  applica¬ 
tion  to  the  payroll  operations  of  the 
House  and  the  Senate.  Should  this  de¬ 
velop,  I  believe  the  Senate  would  be  will¬ 
ing  to  reconsider  its  position  and  to  sup¬ 
port  such  a  recommended  change.  How¬ 
ever,  since  the  question  of  the  House  and 
Senate  payroll  operations  came  up  after 
hearings  had  been  concluded,  I  believe 
the  best  course  of  action  would  be  for 
the  Senate  to  enact  this  measure  with 
the  understanding  tliat  the  House  will 
look  into  the  special  question  of  its  appli¬ 
cability  to  House  and  Senate  employees. 

Mr.  BENNETT.  Mr.  President,  I  feel 
that  the  two  bills,  S.  1084  and  S.  1085, 
just  explained  by  the  Senator  from  Wis¬ 
consin,  should  be  approved  by  the 
Senate.  These  proposals  were  reported 
without  opposition  by  the  Banking  and 
Currency  Committee. 

The  primary  purpose  of  S.  1084  is  to 
encourage  Federal  employees  to  develop 
the  habit  of  regularly  saving  a  part  of 
their  earnings.  The  bill  as  introduced 
would  have  provided  the  opportunity  for 
Federal  employees  at  their  discretion  to 
have  a  deduction  from  their  earnings 
for  the  purpose  of  purchasing  credit 
union  shares.  Other  financial  institutions 
recommended  that  if  the  authorization 
was  given  to  make  deductions  for  credit 
union  shares,  it  would  be  only  appropri¬ 
ate  that  a  similar  authorization  be  given 
for  deductions  to  their  institutions. 
Present  law  authorizes  payroll  allot¬ 
ments  for  such  purposes  as  Department 
heads  throughout  the  Federal  Govern¬ 
ment  deem  appropriate.  Under  this  au¬ 
thorization,  deductions  have  been  made 
for  union  dues,  charitable  purposes,  sav¬ 
ings  bonds,  and  in  the  case  of  those  in 
the  military  sei-vice,  for  credit  union 
shares.  These  deductions,  however,  are 
at  the  discretion  of  the  Department  head, 
and  because  of  Treasury  opposition.  De¬ 
partment  heads  have  been  very  restric¬ 
tive. 

Treasury  opposition  is  not  without 
merit.  Each  additional  deduction  adds  to 
payroll  costs  and  to  an  increase  in  Fed¬ 
eral  expenditures.  The  Ti-easury  also 
testified  that  deductions  for  various 
types  of  savings  deposits  or  accounts 
could  have  a  deleterious  effect  on  pur¬ 
chases  of  savings  bonds  by  Federal  em¬ 
ployees.  A  further  reason  for  opposition 
was  that  next  to  taxes,  savings  bonds  are 
the  most  nonmfiationary  way  to  finance 
Government  expenditures  because  sav¬ 
ings  in  other  forms  are  eventually  re¬ 
flected  in  additional  spending.  Despite 
these  objections,  the  bill  on  balance 
should  be  approved. 

We  have  provided  in  the  bill  that  the 
Treasury  would  be  reimbursed  for  any 
additional  expenses  incurred  in  making 
the  deductions  authorized. 

I  am  sure  that  it  was  the  intent  of  the 
committee  that  the  Treasury  not  incur 
additional  expenses  as  a  result  of  the 
deductions  authorized  in  this  proposal 
As  the  committee  report  Indicates,  the 
Civil  Service  Commission  has  established 


a  standard  service  charge  of  2  cents  per 
individual  deduction  exclusive  of  any 
postage  costs.  The  view  was  expressed 
that  this  would  be  adequate  but  since 
we  have  had  no  experience  on  which  to 
base  such  a  charge  in  a  situation  where 
employees  may  at  their  pleasure  alter 
deductions,  2  cents  per  deduction  may 
not  prove  to  be  adequate.  If  it  is  not  we 
would  expect  an  adequate  figure  to  be 
established. 

Second,  the  committee  was  not  con¬ 
vinced  that  permitting  deductions  for 
other  types  of  savings  than  savings  bonds 
would  result  in  a  decline  in  the  purchase 
of  savings  bonds  by  Federal  employees. 
Even  if  it  did,  it  would  simply  reflect  the 
determination  of  employees  that  they 
preferred  to  put  their  savings  in  some 
other  form  than  savings  bonds.  Given  an 
equal  opportunity  for  deductions,  it  may 
prove  that  the  higher  rates  paid  by  other 
competitors  for  savings  will  draw  some  of 
the  funds  which  now  are  going  into  sav¬ 
ings  bonds.  Since  the  sale  of  savings 
bonds  to  individuals  is  an  inefficient 
method  for  the  Treasury  to  obtain  the 
funds  it  needs  anyway,  I  am  not  dis¬ 
turbed  by  this  possibility,  and  I  am  of 
the  opinion  that  employees  should  have 
equal  access  to  other  methods  of  saving 
through  payroll  deductions.  I  can  see  no 
reason  for  private  financial  intermedi¬ 
aries  being  held  at  a  competitive  con¬ 
venience  disadvantage  to  the  Federal 
Government  in  their  efforts  to  attract 
savings.  If  the  Federal  Government  must 
compete  with  private  institutions  for  the 
saver’s  dollars,  let  it  do  so  on  an  equal 
basis.  The  Treasury  Department  has  sup¬ 
ported  truth  in  lending.  It  should  be 
equally  as  important  to  support  truth  in 
saving. 

It  was  for  this  reason  that  I  suggested 
that  two  deductions,  in  addition  to  the 
major  portion  of  the  paycheck,  be  per¬ 
mitted  and  that  these  two  could  be  sent 
to  any  combination  of  institutions  re¬ 
quested  by  the  employee.  This  means  that 
a  person,  if  he  so  requested,  could  have 
as  many  as  three  checks  sent  in  any  com¬ 
bination  he  chooses  to  commercial  banks, 
savings  and  loan  institutions,  savings 
banks,  or  credit  unions.  Since  the  Federal 
Government  is  already  bearing  the  cost 
of  one  check,  the  bill  requires  only  that 
the  cost  of  providing  two  additional 
checks,  if  they  are  requested  by  an  em¬ 
ployee,  be  reimbursed.  The  reimburse¬ 
ment  is  made  by  the  financial  institution 
receiving  the  check.  In  order  that  there 
would  be  no  controversy  over  which  of 
the  checks  would  require  reimbursement, 
the  smaller  check  or  checks  would  be  con¬ 
sidered  to  be  the  deductions  and  the 
larger  check  would  not  require  reim¬ 
bursement. 

The  third  Treasury  argument  regard¬ 
ing  the  deflationary  effect  of  savings 
bond  purchases,  as  opposed  to  other 
types  of  savings,  is  not  too  significant  in 
relation  to  the  situation  which  we  now 
face  of  a  possible  $30  billion  deficit  in 
the  Federal  budget.  Savings  bond  pur¬ 
chases  are  not  considered  an  effective 
anti-inflationary  tool. 

It  is  my  hope  that  this  legislation  will 
encourage  saving  and  reduce  inflationary 
pressures  in  our  economy.  By  making  it 
equally  as  convenient  to  save  at  any  de- 
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sired  institution,  it  should  encoui-age 
competition  and  result  in  the  saver  being 
paid  the  highest  return  for  his  dollar. 

The  matter  of  the  application  of  this 
proposal  to  the  legislative  branch  of  the 
Federal  Government,  mentioned  by  the 
Senator  from  Wisconsin,  has  also 
brought  to  my  attention,  and  I  agree 
that  if  there  is  any  undue  hardship  pre¬ 
sented  by  the  bill  because  of  unique  pay¬ 
roll  handling  responsibilities  of  the 
House  and  Senate  Disbursing  OfHces,  we 
should  certainly  be  willing  to  adjust  to 
those  unique  differences.  I,  too,  expect 
that  the  House  would  go  into  this  matter, 
which  was  not  brought  before  our  com¬ 
mittee. 

S.  1085,  which  was  also  reported  with¬ 
out  objection,  permits  credit  unions  to 
operate  in  a  more  efficient  manner  and 
more  in  line  with  the  practices  of  other 
institutions  with  which  they  compete  for 
savings. 

I  am  not  convinced  that  the  credit 
committee  of  a  credit  union  should  be 
required  to  approve  all  unsecured  loans 
above  $750,  as  is  now  the  law.  If  the 
credit  committee  desires  to  make  all  such 
decisions,  that  is  fine,  but  if  it  does  not, 
it  seems  to  me  that  a  qualified  loan  officer 
should  be  able  to  handle  such  requests. 

Quarterly  dividends  are  issued  by  other 
financial  institutions,  and  I  am  aware  of 
no  reason  why  credit  unions  should  not 
also  be  allowed  the  same  privilege  if  they 
determine  it  will  be  in  their  interest  in 
better  serving  their  members. 

The  third  provision  in  this  bill  is  to 
allow  funds  received  any  time  during  the 
first  10  days  of  a  month  to  be  considered 
as  received  on  the  first  for  dividend  pur¬ 
poses.  This  also  is  a  competitive  practice 
used  by  other  institutions,  and  no  rea¬ 
sons  have  been  advanced  that  it  should 
be  denied  to  credit  unions. 

Other  parts  of  the  original  bill  have 
been  deleted  by  the  committee  on  the 
basis  that  further  study  is  necessary  be¬ 
fore  a  rational  decision  can  be  made  as  to 
their  desirability  and  effect  on  credit 
union  operations. 

I  support  both  of  these  bills,  S.  1084 
and  S.  1085,  and  recommend  that  they  be 
approved  by  the  Senate. 

Mr.  SPARKMAN.  Mr.  President,  I  am 
pleased  to  support  S.  1084  and  S.  1085 
reported  by  the  Banking  and  Currency 
Committee  on  Monday,  October  9. 

S.  1084  would  authorize  automatic  pay¬ 
roll  deductions  for  Federal  employees.  At. 
the  present  time.  Federal  employees  can 
save  through  the  payroll  savings  plan, 
however,  under  the  rules  established  by 
the  Civil  Service  Commission  such  sav¬ 
ings  may  only  be  in  the  form  of  U.S. 
savings  bonds.  I  have  been  a  strong  sup- 
IX)rter  of  the  savings  bonds  program; 
but,  I  also  feel  that  Federal  employees 
should  have  a  wide  variety  of  savings 
opportunities. 

The  Federal  Government  now  author¬ 
izes  savings  deductions  for  the  United 
Givers  Fund  and  for  union  dues  in  addi¬ 
tion  to  deductions  for  savings  bonds.  If 
deductions  for  union  dues  are  to  be  al¬ 
lowed,  I  see  no  reason  why  similar  deduc¬ 
tions  for  shares  in  a  credit  union  should 
not  be  permitted. 

I  believe  this  bill  will  be  helpful  in 
encouraging  thrift  on  the  part  of  Federal 


employees.  I  am  hopeful  that  it  will  stim¬ 
ulate  increased  savings  thereby  easing 
somewhat  the  upward  pressure  on  in¬ 
terest  rates. 

S.  1085  would  make  a  number  of  im¬ 
provements  in  existing  credit  union  pro¬ 
cedures.  In  1959  I  sponsored  legislation 
to  modernize  credit  union  operations  and 
permit  the  limited  delegation  of  loan 
approval  authority  to  loan  officers.  The 
1959  legislation  also  authorized  the  pay¬ 
ment  of  semiannual  dividends  and  the 
crediting  of  funds  for  dividend  purposes 
received  during  the  first  5  days  of  the 
month. 

Since  1959  a  number  of  changes  have 
been  experienced  by  financial  institutions 
and  the  need  for  further  modernization 
is  apparent.  S.  1085  builds  upon  the  legis¬ 
lation  I  introduced  in  1959  and  permits 
credit  unions  to  operate  effectively  in 
today’s  competitive  market. 

First  of  all  it  would  speed  up  the  proc¬ 
essing  of  loans  by  permitting  credit  com¬ 
mittees  to  delegate  additional  authority 
to  loan  officers. 

Second,  it  would  authorize  the  pay¬ 
ment  of  quarterly  dividends  and. 

Third,  it  would  credit  savings  re¬ 
ceived  by  the  10th  of  the  month.  All 
these  changes  will  streamline  Federal 
credit  union  procedures  and  permit 
credit  unions  to  compete  effectively  in 
today’s  market. 

These  bills  have  been  reported  unani¬ 
mously  by  the  Banking  and  Currency 
Committee.  Senator  Proxmire,  the  chair¬ 
man  of  the  Subcommittee  on  Financial 
Institutions,  held  hearings  on  the  bills 
last  July.  Senator  Proxmire  and  Senator 
Bennett,  the  ranking  Republican  mem¬ 
ber  of  the  committee,  worked  most  closely 
on  this  legislation.  I  believe  we  have  rec¬ 
ommended  legislation  that  should  meet 
with  the  approval  of  every  Member  of 
the  Senate.  I  urge  the  Senate  to  act  fa¬ 
vorably  on  S.  1084  and  S.  1085. 


PURCHASE  OF  SHARES  OF  FEDERAL- 
OR  STATE-CHARTERED  CREDIT 
UNIONS  THROUGH  PAYROLL  AL¬ 
LOTMENT  BY  FEDERAL  EMPLOY¬ 
EES 

The  Senate  proceeded  to  consider  the 
bill  (S.  1084)  to  permit  Federal  employ¬ 
ees  to  purchase  shares  of  Federal-  or 
State-chartered  credit  imions  through 
voluntary  payroll  allotment  which  had 
been  reported  from  the  Committee  on 
Banking  and  Currency  with  an  amend¬ 
ment  to  strike  out  all  after  the  enacting 
clause  and  insert: 

That  subsection  (b)  and  (c)  of  section 
3620  of  the  Revised  Statutes,  as  amended 
(31  U.S.C.  492),  are  amended  to  read  as  fol¬ 
lows: 

“(b)(1)  Notwithstanding  subsection  (a) 
of  this  section  or  any  other  provision  of 
law,  and  under  regulations  to  be  prescribed 
by  the  Secretary  of  the  Treasury,  the  head 
of  an  agency  shall,  upon  the  written  request 
of  an  employee  of  the  agency  to  whom  a  pay¬ 
ment  for  wages  or  salary  is  to  be  made,  au¬ 
thorize  a  disbursing  officer  to  make  the  pay¬ 
ment  in  the  form  of  one,  two,  or  three 
checks  (the  number  of  checks  and  the 
amount  of  each,  if  more  than  one,  to  be 
designated  by  such  employee)  by  sending  to 
each  financial  organization  designated  by 
such  employee  a  check  that  is  drawn  in  fa¬ 
vor  of  the  organization  and  is  for  credit  to 


the  checking  account  of  such  employee  or 
is  for  the  deposit  of  savings  or  purchase  of 
shares  for  such  employee :  Provided,  That  the 
agency  shall  not  be  reimbursed  for  the  cost 
of  sending  one  check  requested  by  such  em¬ 
ployee  but  shall  be  reimbursed  for  the  ad¬ 
ditional  cost  of  sending  any  additional  check 
requested  by  such  employee  by  the  financial 
organization  to  which  such  check  is  sent.  For 
the  purposes  of  the  foregoing  proviso,  the 
check  for  which  the  agency  shall  not  be  re¬ 
imbursed  shall  be  the  check  in  the  largest 
amount. 

“(2)  If  more  than  one  employee  to  whom 
a  payment  is  to  be  made  designates  the  same 
financial  organization,  the  head  of  an  agency 
may,  upon  the  written  request  of  such  em¬ 
ployee  and  under  regulations  to  be  prescribed 
by  the  Secretary  of  the  Treasury,  authorize 
a  disbursing  officer  to  make  the  payment  by 
sending  to  the  organization  a  check  that  is 
drawn  in  favor  of  the  organization  for  the 
total  amount  designated  by  those  employees 
and  by  specifying  the  amount  to  be  credited 
to  the  account  of  each  of  those  employees. 

“(3)  In  this  subsection,  the  term  ‘agency’ 
means  any  department,  agency,  independent 
establishment,  board,  office,  commission,  or 
other  establishment  in  the  executive,  legis¬ 
lative,  or  judicial  branch  of  the  Government, 
any  wholly  owned  or  controlled  Government 
corporation,  and  the  municipal  government 
of  the  District  of  Columbia;  and  the  term 
‘financial  organization’  means  any  bank, 
savings  bank,  savings  and  loan  association  or 
similar  institution,  or  Federal  or  State 
chartered  credit  union. 

“(c)  Payment  by  the  United  States  in  the 
form  of  more  than  one  check,  drawn  in 
accordance  with  subsection  (b)  and  properly 
endorsed,  shall  constitute  a  full  acquittance 
for  the  amount  due  to  the  employee  request¬ 
ing  payment.” 

'The  amendment  was  agreed  to. 

The  bill  was  ordered  to  be  engrossed 
for  a  third  reading,  was  read  the  third 
time,  and  passed. 

Mr.  MANSFIELD.  Mr.  President,  I  ask 
unanimous  consent  to  have  printed  in 
the  Record  an  excerpt  from  the  report 
(No.  590) ,  explaining  the  purposes  of  the 
bill. 

There  being  no  objection,  the  excerpt 
was  ordered  to  be  printed  in  the  Record, 
as  follows : 

PURPOSE  OF  THE  Bn.L 

The  purpose  of  S.  1084  is  to  permit  Federal 
employees  to  save  through  the  payroll  sav¬ 
ings  plan.  ’The  bill  would  permit  Federal 
employees  to  have  up  to  two  payroll  deduc¬ 
tions  for  deposit  with  commercial  banks, 
savings  banks,  credit  unions,  or  savings  and 
loan  associations.  The  bill  would  also  permit 
the  remainder  of  an  employee’s  check  to  be 
deposited  in  a  checking  account  or  other 
savings  account.  ’The  Government  would  be 
reimbursed  for  the  additional  cost  of  pro¬ 
viding  the  payroll  deductions  by  the  finan¬ 
cial  institution  receiving  the  deduction.  TO® 
system  would  be  administered  pursuant  to 
regulations  prescribed  by  the  Secretary  of 
the  Treasury.  The  bill  would  apply  to  Fed¬ 
eral  employees  of  the  executive,  legislative, 
and  judicial  branches  as  well  as  to  independ¬ 
ent  regulatory  commissions  and  Government 
corporations. 

Under  present  law,  the  head  of  each  de¬ 
partment  has  authority  to  authorize  payroll 
allotments  “for  such  purposes  as  such  de¬ 
partment  head  deems  appropriate”  (5  U.S.C. 
3075).  Under  this  authority,  payroll  deduc¬ 
tions  have  been  authorized  for  savings 
bonds,  contributions  to  the  Combined  Fed¬ 
eral  Campaign,  union  dues,  and  in  the  case 
of  military  personnel,  payments  for  credit 
union  shares.  However,  there  is  no  uniform 
system  for  payroll  deductions  which  applies 
to  all  Federal  employees,  and  in  the  case  of 
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most  civilian  employees,  deductions  through 
the  payroll  savings  plan  are  not  permitted 
except  for  Federal  savings  bonds.  Under  the 
bill  recommended  by  the  committee,  the 
Federal  Government  would  be  required  to 
make  payroll  savings  deductions  for  deposit 
in  banks,  savings  banks,  savings  and  loan  as¬ 
sociations,  and  credit  unions  upon  the  writ¬ 
ten  request  of  a  Federal  employee. 

HISTORT  OF  LEGISLATION 

The  bill  was  introduced,  by  request,  by 
Senator  John  Sparkman  on  February  27, 
1967.  As  first  introduced,  the  bill  would  have 
amended  the  Federal  Credit  Union  Act  (12 
U.S.C.  1751)  by  authorizing  payroll  deduc¬ 
tions  only  for  the  purchase  of  credit  union 
shares.  Hearings  were  held  on  the  bill  before 
the  Subcommittee  on  Financial  Institutions 
on  July  11,  1967,  under  the  chairmanship  of 
Senator  William  Proxmire.  Statements  were 
received  from  the  American  Bankers  Assocl- 
tion,  the  U.S.  Savings  &  Loan  League,  and 
the  National  Association  of  Mutual  Savings 
Banks  recommending  that  the  payroll  de¬ 
duction  provisions  be  expanded  to  cover  pay¬ 
ments  to  all  savings  institutions.  Testimony 
was  received  from  the  Credit  Union.  National 
Association  in  support  of  the  bill  rad  from 
the  Bureau  of  Federal  Credit  Unions  and  De¬ 
partment  of  the  Treasury  in  opp>osition  to 
the  bill.  The  Treasury  opposed  the  bill  on  the 
grounds  that  it  might  adversely  affect  the 
sale  of  savings  bonds  to  Federal  employees 
and  would  unduly  complicate  the  Federal 
payroll  system. 

COMMITTEE  AMENDMENTS 

The  committee  approved  an  amendment 
offered  by  Senator  Proxmire  to  expand  the 
scope  of  the  bill  to  cover  payroll  deductions 
for  savings  to  be  deposited  in  banks,  savings 
banks,  savings  and  loan  associations,  or 
credit  unions.  The  committee  also  approved  a 
further  amendment  offered  by  Senator  Ben¬ 
nett  to  authorize  payroll  deductions  for  de. 
posit  in  two  savings  institutions.  In  other 
words,  an  employee  might  have  one  deduction 
for  deposit  in  his  savings  account  at  a  sav¬ 
ings  and  loan  association  and  another  deduc¬ 
tion  for  deposit  with  a  credit  union.  The  re¬ 
mainder  of  his  check  might  still  be  sent  to 
his  checking  account  at  a  commercial  bank 
or  for  deposit  with  another  savings  institu¬ 
tion.  The  Government  would  be  reimbursed 
for  the  cost  of  the  two  deductions,  but  the 
remainder  of  the  check  could  be  deposited 
with  a  financial  institution  without  charge. 
In  order  to  avoid  disputes  over  which  finan¬ 
cial  Institution  would  provide  reimburse¬ 
ment,  the  bill  provides  that  if  an  employee 
elected  to  have  his  check  sent  to  two  or  three 
financial  institutions  the  check  in  the  largest 
amount  would  not  require  reimbursement 
while  the  remaining  checks  would.  In  effect, 
the  smaller  checks  would  be  considered  to 
be  the  deductions  and  the  larger  check  would 
be  considered  to  be  the  employee’s  basic  pay. 

NEED  FOR  LEGISLATION 

The  committee  believes  that  payroll  deduc¬ 
tions  are  an  effective  and  efficient  way  of 
encouraging  additional  savings  and  will  bene¬ 
fit  our  economy.  The  bill  should  facilitate 
the  flow  of  funds  to  financial  institutions, 
thereby  easing  credit  conditions  and  remov¬ 
ing  some  of  the  upward  pressure  on  interest 
rates.  To  the  extent  the  bill  encourages 
greater  thrift,  it  would  remove  funds  from 
the  direct  spending  stream  thereby  helping 
to  reduce  inflationary  pressures.  Promoting 
greater  saving  can  be  a  most  effective  and 
painless  way  of  fighting  infiation. 

The  committee  also  believes  that  payroll 
deductions  will  benefit  the  Federal  Govern¬ 
ment  as  an  employer.  Many  progressive  em¬ 
ployers  in  business  and  industry  have  payroll 
savings  plans  and  these  have  come  to  be 
rroognized  as  a  sound  employment  practice. 
The  encouragement  of  regular  saving  assures 
a  source  of  funds  for  employees  to  meet 
emergencies  or  to  finance  large  purchases. 


This  should  result  in  fewer  employees  who 
overextend  themselves  and  get  into  financial 
trouble.  This  in  turn  should  lead  to  a  more 
productive  and  stable  work  force  and  fewer 
complaints  to  the  Federal  Government  from 
creditors  concerning  Federal  employees  in 
financial  difficulty. 

Finally,  the  committee  believes  the  bill  will 
benefit  the  Federal  employee.  It  will  make  it 
easier  and  more  convenient  for  the  average 
employee  to  save  on  a  regular  basis.  As  pre¬ 
viously  mentioned,  it  will  tend  to  assure  a 
ready  source  of  funds  and  reduce  financial 
problems.  It  will  particularly  benefit  em¬ 
ployees  of  moderate  income,  who,  when  fi¬ 
nancial  trouble  strikes,  are  often  forced  to 
borrow  at  high  interest  rates. 

The  committee  is  mindful  of  the  Treasury 
argument  that  payroll  deductions  for  other 
forms  of  savings  might  undercut  Treasury 
bond  sales  to  Federal  employees.  Although 
such  a  possibility  exists,  the  committee  does 
not  believe  it  is  likely.  Many  private  employ¬ 
ers  authorize  deductions  for  both  Federal 
savlpgs  bonds  and  other  forms  of  savings. 
For  example,  80  percent  of  the  employees  of 
Lockheed  Aircraft  have  credit  union  payroll 
deductions,  but  99  percent  have  savings  bond 
deductions. 

The  committee  also  recognizes  the  argu¬ 
ment  that  additional  deductions  complicate 
Federal  payroll  operations.  However,  in  view 
of  the  benefits  to  be  derived  by  encouraging 
saving,  and  in  view  of  the  computerized  na¬ 
ture  of  most  Federal  payroll  systems,  and  in 
view  of  the  fact  that  the  Government  would 
be  reimbursed  for  the  additional  cost  of  pro¬ 
viding  the  deductions,  the  committee  feels 
the  bill  would  not  represent  any  significant 
burden  on  the  Federal  Government. 

With  respect  to  cost,  the  committee  under¬ 
stands  the  Civil  Service  Commission  has  al¬ 
ready  established  a  standard  service  charge 
of  2  cents  per  individual  deduction  exclu¬ 
sive  of  any  postage  cost.  The  committee  ex¬ 
pects  such  a  charge  should  be  adequate  to 
cover  all  additional  costs  associate  with  pay¬ 
roll  savings  deductions  authorized  under  the 
bill. 

The  title  was  amended  so  as  to  read: 
“A  bill  to  amend  section  3620  of  the 
Revised  Statutes  with  respect  to  payroll 
deductions  for  Federal  employees.” 


AMENDMENT  OF  THE  FEDERAL 
CREDIT  UNION  ACT 

The  Senate  proceeded  to  consider  the 
bill  (S.  1085)  to  amend  the  Federal 
Credit  Union  Act  to  modernize  the  loan, 
investment,  dividend,  and  reserve  pro¬ 
visions;  to  require  the  establishment  of 
an  education  committee;  and  for  other 
purposes  which  had  been  reported  from 
the  Committee  on  Banking  and  Cur¬ 
rency,  with  an  amendment,  strike  out 
all  after  the  enacting  clause  and  insert: 

That  the  third  sentence  of  section  15  of 
the  Federal  Credit  Union  Act  (12  U.S.C. 
1761c.)  is  amended  by  striking  out  “up  to 
the  unsecured  limit,  or  in  excess  of  such  limit 
if  such  excess  is  fully  secured  by  unpledged 
shares”. 

Sec.  2.  Section  18  of  the  Federal  Credit 
Union  Act  (12  U.S.C.  1763)  is  amended — 

(1)  by  striking  out  “Annually  or  semi¬ 
annually”  and  inserting  in  lieu  thereof  “An¬ 
nually,  semiannually,  or  quarterly”;  and 

(2)  by  striking  out  “five”  in  the  last  sen¬ 
tence  and  inserting  in  lieu  thereof  “ten”. 

The  amendment  was  agreed  to. 

The  bill  was  ordered  to  be  engrossed 
for  a  third  reading,  was  read  the  third 
time,  and  passed. 

Mr.  MANSFIELD.  Mr.  President,  I  ask 
unanimous  consent  to  have  printed  in 
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the  Record  an  excerpt  from  the  report 
(No.  591) ,  explaining  the  purposes  of  the 
bill. 

There  being  no  objection,  the  excerpt 
was  ordered  to  be  printed  in  the  Record, 
as  follows: 

purpose  of  THE  BILL 

The  purpose  of  S.  1085  is  to  modernize  Fed¬ 
eral  credit  union  procedures  to  accord  with 
present  day  lending  practices.  The  bill  would 
improve  Federal  credit  union  procedures  in 
three  ways; 

1.  The  credit  committee  of  Federal  credit 
unions  would  have  unlimited  authority  to 
delegate  lending  authority  to  a  loan  officer. 
Under  present  law  only  $750  in  lending  au¬ 
thority  can  be  delegated  if  the  loan  is  not 
secured  by  shares. 

2.  Federal  credit  unions  could  pay  divi¬ 
dends  quarterly  in  lieu  of  twice  a  year  as 
permitted  by  existing  law. 

3.  Federal  credit  unions  could  credit  funds 
received  during  the  first  10  days  of  a  month 
for  the  entire  month  in  computing  dividends. 
Present  law  restricts  such  computations  to 
dividends  received  during  the  first  5  days 
of  the  month. 

HISTORY  OF  LEGISLATION 

The  bill  was  Introduced,  by  request,  by 
Senator  John  Sparkman  on  February  27,  1967. 
Hearings  were  held  before  the  Subcommittee 
on  Financial  Institutions  on  July  11,  1967, 
under  the  chairmanship  of  Senator  William 
Proxmire.  Testimony  was  received  from  the 
Credit  Union  National  Association  and  the 
Bureau  of  Federal  Credit  Unions. 

NEED  FOR  LEGISLATION 

The  committee  recommends  three  changes 
in  the  Federal  Credit  Union  Act  (12  U.S.C. 
1751)  to  modernize  its  present  operations. 

First,  the  committee  recommends  that  the 
credit  committee  of  a  Federal  credit  union 
be  given  authority  to  delegate  any  of  its  loan 
approval  authority  to  a  loan  officer.  The 
original  Federal  Credit  Union  Act  required 
all  loans  to  be  approved  by  the  credit  com- 
mitteee.  In  1959,  Congress  approved  an 
amendment  authorizing  the  credit  commit¬ 
tee  to  delegate  loan  approval  authority  to  a 
loan  officer  in  the  amount  of  $750  for  an  un¬ 
secured  loan  and  in  an  unlimited  amount  for 
loans  secured  by  shares.  However,  loans  over 
$750  secured  by  other  than  shares  must  be 
approved  by  the  credit  committee. 

The  reason  for  recommending  a  further 
change  is  to  reduce  the  overwhelming  burden 
placed  upon  credit  committees  who  must 
handle  a  large  and  continually  Increasing 
volume  of  loan  activity.  The  credit  commit¬ 
tee  is  made  up  of  volunteer  members  who  are 
not  compensated  and  who  have  often  found 
it  difficult  to  meet  frequently  on  short 
notice.  The  change  will  thus  speed  up  the 
processing  of  loans  and  enable  credit  unions 
to  serve  their  members  more  efficiently.  How¬ 
ever,  the  authority  to  delegate  loan  approval 
authority  to  a  loan  officer  is  purely  discretion¬ 
ary.  A  credit  committee  could  retain  Some  or 
all  of  its  present  approval  funcltions  if  it  so 
desired. 

Second,  the  committee  recommends  Fed¬ 
eral  credit  unions  be  given  the  authority  to 
pay  quarterly  dividends  in  lieu  of  present 
law  which  only  permit  semiannual  dividends. 
Prior  to  1959,  credit  uion  dividends  could 
only  be  paid  annually.  In  1959,  Congress  au¬ 
thorized  semiannual  dividends.  Quarterly 
dividends  will  make  it  possible  for  Federal 
credit  unions  to  continue  to  compete  for 
savings  in  today’s  rnarket.  Quarterly  divi¬ 
dends  have  attained  Widespread  acceptance 
by  other  financial  institutions,.  The  com¬ 
mittee  believes  credit  unions  should  have  the 
same  ability  to  compete  for  savings  in  order 
to  continue  as  a  source  of  credit  for  their 
members. 

Third,  the  committee  recommends  that 
Federal  credit  unions  be  permitted  to  apply 
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a  full  month’s  dividend  credit  to  funds  re¬ 
ceived  during  the  first  10  days  of  the  month. 
The  present  law,  which  was  approved  by 
Congress  in  1959,  permits  such  credit  only 
for  funds  received  in  the  first  5  days.  Once 
again,  the  necessity  for  a  change  is  dictated 
by  modern  day  practices  of  other  financial 
institutions.  Many  other  savings  institutions 
provide  a  10-day  dividend  credit  and  some 
even  have  a  20-day  credit.  If  credit  unions 
cannot  compete  in  today’s  market,  they  will 
suffer  a  drop  in  their  savings  inflow  and  be 
unable  to  provide  low-cost  credit  to  their 
members,  which  of  course  is  the  purpose  for 
which  they  were  originally  chartered. 

COMMITTEE  AMENDMENTS 

The  committee  deleted  a  number  of  provi¬ 
sions  from  the  bill  which  were  opposed  by 
the  Bureau  of  Federal  Credit  Unions.  These 
included— 

(1)  A  provision  to  permit  Federal  credit 
unions  to  invest  up  to  25  percent  of  their  reg¬ 
ular  reserve  in  a  credit-union-controlled  or¬ 
ganization  which  would  use  such  funds  for 
“establishing  and  maintaining  the  liquidity, 
solvency,  and  security  of  credit  unions.” 
Since  such  an  organization  would  have  been 
tantamount  to  a  central  bank  for  credit 
unions,  the  committee  felt  this  matter  de¬ 
served  further  study. 

(2)  A  provision  which  would  permit  Fed¬ 
eral  credit  unions  to  purchase  the  notes  of 
members  of  liquidating  credit  unions.  The 
Bureau  of  Federal  Credit  Unions  felt  this 
provision  could  put  credit  unions  in  a  new 
and  unfamiliar  business.  The  committee 
agreed  to  defer  the  matter. 

(3)  A  provision  requiring  Federal  credit 
unions  to  establish  an  education  committee. 
Since  many  credit  unions  have  voluntarily 
established  an  education  committee  and 
since  many  credit  union  members  questioned 
the  advisability  of  a  mandatory  committee, 
the  Credit  Union  National  Association  rec¬ 
ommended  this  provision  be  deleted  from  the 
bill.  The  committee  agreed. 

(4)  A  provision  reducing  required  reserves 
from  10  percent  of  shares  to  7  percent  of 
loans.  The  Bureau  of  Federal  Credit  Unions 
is  conducting  a  study  of  credit  union  re¬ 
serves  and  requested  that  the  item  be  de¬ 
ferred  until  the  study  is  completed.  The  com¬ 
mittee  agreed. 

The  title  was  amended  so  as  to  read: 
“A  bill  to  amend  the  Federal  Credit 
Union  Act  to  modernize  the  loan  and 
dividend  provisions.” 


DEPARTMENTS  OP  STATE,  JUSTia 

AND  COMMERCE,  THE  JUDICI^Y, 

AND  RELATED  AGENCIES  APPRO¬ 
PRIATIONS,  1968 

The  Senate  resumed  the  con^eration 
of  the  bill  (H.R.  10345)  makjing  appro¬ 
priations  for  the  Departmej^  of  State, 
Justice,  and  Commerce,  Vne  judiciary, 
and  related  agencies  fo:^he  fiscal  year 
ending  June  30,  1968,  ajra  for  other  pur¬ 
poses. 

The  PRESIDING  QfPPICER  (Mr.  Byrd 
of  Virginia  in  th^chair).  Who  yields 
time? 

Mr.  MANSFI^D.  Mr.  Pi’esident,  I  sug¬ 
gest  the  absence  of  a  quorum,  with  the 
time  to  be  t^en  equally  from  both  sides. 
I  withhold/nat  request. 

Mr.  PpoXMIRE.  Mr.  President,  I 
would  mrefer,  under  the  circumstances,  to 
preserve  the  time  that  we  have. 

Mj/:  MANSFIELD.  Mr.  President,  I 
suggest  the  absence  of  a  quorum,  with 
tbre  time  not  to  be  charged  to  either  side. 

The  PRESIDING  OFFICER.  Is  there 
objection?  The  Chair  hears  none,  and  it 


is  so  ordered.  The  clerk  will  call  the 
roll. 

The  legislative  clerk  proceeded  to  call 
the  roll. 

Mr.  PROXMIRE.  Mr.  President,  I  ask 
unanimous  consent  that  the  order  for 
the  quorum  call  be  rescinded. 

The  PRESIDING  OFFICER.  Without 
objection,  it  is  so  ordered. 

Mr.  PROXMIRE.  Mr.  President,  I  yield 
10  minutes  to  the  distinguished  Senator 
from  Ohio  [Air.  Young]. 

Mr.  YOUNG  of  Ohio.  Mr.  President, 
very  definitely  I  am  opposed  to  commu¬ 
nism,  just  as  I  am  opposed  to  fascism  and 
all  forms  of  totalitarianism.  Communists 
govern  by  decree.  Likewise,  Fascists,  such 
as  Franco  in  Spain  and  those  generals 
and  colonels  who  overthrew  the  consti¬ 
tutional  government  in  Greece,  govern  by 
decree.  I  am  as  bitterly  opposed  to  Com¬ 
munists  and  communism  as  any  Senator. 
Unfortunately,  there  now  seem  to  be  a 
resurgence  of  witch  hunting  in  this  coun¬ 
try.  Some  of  its  momentiun  may  have 
afflicted  the  Senate.  We  again  behold  at¬ 
tempts  by  some  people  to  play  <3k)d  wiH 
their  neighbors’  patriotism.  We  agam 
hear  talk  about  a  Communist  appai^us 
'mffltrating  our  Government,  the  ^rgy, 
^d  our  universities.  They  would  lie  hard 
piX  to  name  even  one  Communist  or 
Communist  sympathizer  in  tha'Btate  De- 
partn^nt,  on  the  faculty  of/ony  univer¬ 
sity,  or  Ba  the  clergy. 

I  supiwt  the  propos^of  the  distin¬ 
guished  seWor  Senato^Trom  Wisconsin 
[Mr.  PROXMi^e]  to  ab^sh  the  Subversive 
Activities  Coirb’ol  B^rd,  which  has  not 
had  a  meeting  mma^ly  2  years.  The  prin¬ 
cipal,  if  not  onljAactivity  of  its  members 
has  been  to  rec^^igh  salaries.  What  is 
this  claimed  G^mmonist  menace  to  our 
Governmenh^t  was  sWted  in  this  debate 
that  Gus  ^11,  a  ragta^ecretary  of  the 
Commurnst  Party,  claima^  membership 
of  13,000  in  the  entire  UniSed  States.  He 
certa^y  would  be  more  likWy  to  exag- 
ger^  the  numbers  than  tNminimize 
them.  Furthermore,  who  knWs  how 
(any  FBI  agents  have  infiltrated  the 
Jommunist  Party  and  are  posing  aNard- 
carrying  Commimists? 

According  to  J.  Edgar  Hoover,  Wl^ 
should  know,  the  Communist  Party  ii 
the  United  States  has  lost  90  percent  of^ 
its  membership  since  reaching  its  nu¬ 
merical  strength  peak  23  years  ago.  The 
FBI  report  is  that  there  were  80,000 
Communists  in  the  United  States  in 
1944.  The  Soviet  Red  Army  was  crush¬ 
ing  Hitler’s  supermen  in  Europe,  and  in 
America  there  was  tolerance  for  home¬ 
grown  Communists.  At  present,  the  FBI 
estimates  the  numerical  strength  of  the 
Communist  Party  has  nosedived  and  is 
between  8,000  and  10,000.  At  most,  there 
is  one  Communist  in  the  United  States 
for  every  21,000  non-Communist,  the 
odds  in  favor  of  free  institution  being 
21,000  to  1. 

Recently,  80,000  people  crowded  in  the 
Cleveland  stadimn  to  watch  the  Cleve¬ 
land  Browns  win  a  professional  football 
game.  According  to  J.  Edgar  Hoover’s 
calculations,  three  persons  in  that  crowd 
would  be  Communists,  and  more  than 
80,000  would  not.  Should  we  be  afraid 
that  those  few  will  harm  the  rest  of  us? 
Furthermore,  we  have  on  our  side  the 
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city  and  State  police,  the  FBI,  the  Arr‘" 
Air  Force,  and  Navy — never  forge^ng 
the  Marines.  Do  we  need  the  five  mm  on 
the  Subversive  Activities  Control/Board 
feeding  at  the  public  trough  t^he  ex¬ 
tent  of  $26,000  each  per  yeayto  gallop 
to  our  aid?  If  it  is  claimedydiat  we  no 
longer  are  the  land  of  -the ^ee,  let  us  at 
least  be  the  home  tf  the  Jarave.  I  am  re¬ 
minded  of  a  couplet: 

Last  night  I  saw  up^  the  stair 
A  little  man  who  -^s  not  there. 

He  was  not  there/(galn  today. 

Oh,  how  I  wisl?  he  would  go  away. 

Mr.  Preside^  in  my  judgment  it  is 
unthinkable  ^at  the  rules  should  be 
suspended  ^permit  consideration  of  the 
amendment  introduced  by  the  distin¬ 
guished  s^ior  Senator  from  Illinois  [Mr. 
Dirkse^  .  This  proposed  amendment 
was  originally  introduced  as  a  bill,  S. 
Although  no  hearings  were  held 
the  Committee  on  the  JudiciaiT  on 
fis  legislative  proposal,  it  was  reported 
favorably  by  the  committee  last  August. 
The  committee  report  contains  no  ex¬ 
planation  of  the  bill’s  provisions,  no 
section-by-section  analysis,  and  no  ex¬ 
planation  of  the  changes  that  it  would 
make  in  existing  law.  The  Justice  De¬ 
partment  was  not  asked  for  its  opinion 
of  the  bill  nor  did  it  offer  any,  nor  for 
that  matter,  did  any  other  agency  of  the 
executive  branch. 

Any  legislative  proposal  to  strengthen 
or  perpetuate  the  outmoded  Subversive 
Activities  Control  Board  should  be  the 
subject  of  thorough  hearings  before  it 
is  brought  before  the  Senate  for  debate 
and  vote. 

The  Subversive  Activities  Control 
Board  is  part  of  that  debris  of  the  witch 
hunts,  the  so-called  period  of  McCarthy- 
ism,  that  is  still  with  us.  The  continued 
existence  of  this  vestigal  agency  is  ridic¬ 
ulous.  This  relic  of  the  McCarthy  era  is 
not  only  insulting  to  Americans,  but  is 
also  a  complete  waste  of  taxpayers’ 
money. 

We  have  recovered  somewhat  from 
that  era,  which  we  should  like  to  forget, 
of  pointless  suspicion,  fear,  character  as¬ 
sassination,  and  ruined  careers,  and  the 
ridiculous  and  utterly  false  claims  that 
there  were  thousands  of  Communists  on 
the  faculties  of  universities,  in  the 
mtestant  clergy,  and  in  the  State  De- 
pa^ment.  All  of  these  allegations  were 
entiMy  untrue  at  the  time  they  were 
madej^ut,  unfortunately,  were  believed 
by  maiN  Americans. 

Much  of  the  rubbish  of  that  period 
has  been  ^aned  up,  but  it  may  take  a 
generation  toyremove  all  the  debris.  This 
remainder  of  ^shameful  chapter  in  our 
history,  the  Sm^versive  Activities  Con¬ 
trol  Board,  shouN  be  abolished  unwept, 
unhonored,  and  uniting. 

In  1950,  when  Presuitent  Truman  vetoed 
the  McCarran-Walter \ct  which  created 
this  bureaucratic  monstrosity,  he  said : 

The  provisions  of  the  act^re  not  merely 
ineffective  and  unworkable;  tlW  represent  a 
clear  and  present  danger  to  our\pstitutions. 

His  warning  has  been  validatM  in  nu¬ 
merous  Supreme  Court  decision^ywhiCh 
have  all  but  nullified  the  effectiveii^s  of 
that  legislation. 
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v^Mr.  President,  when  the  Constitution 
first  proclaimed,  there  was  an  uproar 
fro!^  liberty-loving  Americans  who  had 
won  the  Revolutionary  War.  They  forced 
down  the  throats  of  the  reactionaries 
of  that  t>^riod  the  first  10  amendments 
to  the  Ctastitution.  They  made  the 
adoption  oKlhese  amendments  a  con¬ 
dition  for  thb.  ratification  of  our  Con¬ 
stitution.  Throughout  the  years,  we 
have  affectionately  termed  those  first 
10  amendments  tNour  Constitution  the 
Bill  of  Rights. 

So  it  is  for  us  tod\y  to  fight  for  the 
preservation  of  these  rights.  I  believe  it 
would  be  well  for  the  people  of  the  United 
States,  our  fellow  citizeiW  to  re-read 
those  first  10  amendments.  \  am  certain 
that  those  lunatic  fringe  \xtremists, 
right-wing  splinter  groups  such  as  the 
so-called  Liberty  Lobby,  the  TManion 
Forum,  and  the  John  Birch  Soci^ — or 
“Birchsaps”  or  “Sons  of  Birches”  ass^ur 
colleague  the  senior  Senator  from  C^i- 
fomia,  the  assistant  minority  leader,  hs 
termed  them — have  never  read  or  would'' 
like  to  forget  those  first  10  amendments. 

Mr.  President,  about  30  years  ago. 
Chief  Justice  of  the  United  States  Hughes 
said: 

The  greater  the  importance  of  safeguard¬ 
ing  the  country  from  incitements  to  the 
overthrow  of  our  institutions  by  force  and 
violence,  the  more  imperative  is  the  need  to 
preserve  inviolate  the  constitutional  rights 
of  free  speech,  free  press,  and  free  assembly 
in  order  to  maintain  the  opportunity  for  free 
political  discussion,  to  the  end  the  govern¬ 
ment  may  be  responsive  to  the  will  of  the 
people  and  that  changes,  if  desired,  may  be 
obtained  by  peaceful  means.  Therein  lies  the 
security  of  the  Republic,  the  very  foundation 
of  constitutional  government. 

The  Subversive  Activities  Control  Act 
of  1950  has  constituted  one  of  the  great¬ 
est  threats  to  our  civil  liberties  since  the 
alien  and  sedition  laws  of  1798. 

The  proposal  to  amend  the  original 
act;  which  the  Senate  will  consider 
should  this  motion  carry,  demands  the 
opposition  of  all  who  cherish  liberty,  free 
expression,  and  freedom  of  thought. 
Loyalty  cannot  be  coerced  or  compelled. 

Those  supporting  this  proposed 
amendment  claim  that  it  would  put  the 
original  Subversive  Activities  Control  Act 
in  line  with  recent  Supreme  Court  de¬ 
cisions.  This,  of  course,  is  facetious,  fop. 
the  powers  of  the  Subversive  Activiti^ 
Control  Board  would  continue  to  rernmn 
unrestricted  and  vague.  It  is  a  blatantat- 
tempt  to  revise  the  SACB  and  give_^even 
greater  power.  It  bears  the  tftint  of 
McCarthyism  as  it  gives  a  ;^itically 
appointed  Board  the  righy' to  freely 
smear  and  libel  any  groups  or  organi¬ 
zation.  / 

When  the  SACB  was  ofeated  in  1950, 
it  was  a  bad  idea.  Notlfing  has  hapi)ened 
since  to  change  my  opinion.  Instead,  the 
evidence  shows  an  effort  to  introduce  to¬ 
talitarian  uniformU!y  into  political  think¬ 
ing  The  existence'of  the  Board  continues 
to  be  a  challer^  to  the  basic  principles 
of  our  democratic  way  of  life. 

redundant  and  unneces¬ 
sary  The  l^s  of  our  land  without  violat- 
11^  the  0irit  of  the  Constitution  have 
always  Adequately  safeguarded  the  secu- 
sovereignty  of  this 

gie^  Nation  of  ours. 


Mr.  President,  since  1965,  taxpayers 
have  spent  nearly  $2  million  for  the  vir¬ 
tually  defunct  Subversive  Activities  Con¬ 
trol  Board.  It  has  not  held  a  formal  hear¬ 
ing  in  those  2  years.  There  are  no  cases 
pending  before  it.  This  boondoggle  will 
cost  taxpayers  more  than  $330,000  this 
year  alone.  Only  18  employees  remain, 
and  they  are  virtually  sinecures.  The 
average  salary  of  each  is  $11,000  a  year — 
one  of  the  highest  in  the  entire  Federal 
bureaucracy.  This  Board  has  not  made  a 
single  substantial  contribution  to  the  na¬ 
tional  welfare  since  its  creation.  To  the 
contrary,  its  very  existence  is  a  symbol 
of  all  that  is  repulsive  to  freedom-loving 
Americans. 

The  Subversive  Activities  Control 
Board  has  five  Board  members,  each  ap¬ 
pointed  by  the  President  subject  to  con¬ 
firmation  by  the  Senate.  Each  member 
has  a  personal  administrative  assistant. 
Then  there  are  eight  other  employees 
whose  function,  I  imagine,  is  to  keep 
track  of  the  first  10.  These  18  people  have 
the  softest  jobs  in  Washington.  In  fact, 

‘  ley  have  no  real  duties  at  all,  except 
the  trouble  they  expend  once  or  twice  a 
moi^h  to  draw  their  salaries. 

They  do  nothing  of  value  whatev( 
exceptsperhaps  write  memos  or  messasfes 
to  one  smother  and  publish  annua^e- 
ports  ofNwhat  they  have  not  a^om- 
plished.  Tosmerpetuate  the  sinecures,  as 
the  propos^  amendment  would  do, 
makes  a  transparent  sham  ofy^y  claim 
by  Congress  ofim  interest  ijjr i-eal  econ¬ 
omy  in  Govemm^t. 

The  continued  efeendMre  of  taxpay¬ 
ers’  money  for  thi^b^d  boondoggle 
is  unconscionable  at  ^^me  when  we  are 
looking  for  ways  to^ave  taxpayers’ 
money  in  order  to  ifnanV  the  fantasti¬ 
cally  expensive  cj^l  war^  which  the 
administration  ^s  involveu^s  in  Viet¬ 
nam,  a  war  vmich  has  now^come  an 
American  gr^nd  and  air  war  ui  South¬ 
east  Asia,  ^is  a  war  that  is  costVng  the 
American  taxpayers  more  than  $2  bfilion 
every  month — money  that  is  being  bl^n 
up  in  ^oke. 

Mr/President  we  must  hold  fast  t'! , 
ou^eritage  as  free  men  and  women.  We 
myst  renew  our  confidence  in  each  other, 
tolerance  and  our  sense  of  being  good 
leighbors.  We  must  repudiate  the  fear- 
mongers,  those  men  of  little  faith,  or  no 
faith  whatever,  who  are  plotting  the  in¬ 
quisition  and  investigations  into  our 
schools,  colleges,  churches,  and  all  insti¬ 
tutions  of  our  free  society. 

Last  month  I  joined  with  the  distin¬ 
guished  Senator  from  Wisconsin  [Mr. 
Proxmire]  in  introducing  legislation 
which  would  abolish  the  SACB.  This  bill, 
S.  2146,  is  now  pending  before  the  Com¬ 
mittee  on  the  Judiciary.  It  would  trans¬ 
fer  to  the  Justice  Department  all  Board 
activities  and  it  would  authorize  the  At¬ 
torney  General  to  designate  an  inde¬ 
pendent  officer  or  agency  within  the  De¬ 
partment  to  handle  these  activities. 
Frankly,  in  my  view,  that  is  the  legisla¬ 
tive  proposal  we  should  be  considering. 

Mr.  President,  if  the  same  energy  that 
is  being  put  behind  the  proposed  amend¬ 
ment  were  devoted  to  the  enactment  of 
the  administration’s  programs  to  allevi¬ 
ate  poverty,  to  promote  civil  rights,  and 
to  provide  for  a  better  standard  of  living 


for  all  our  citizens,  this  country  would 
be  better  served. 

As  one  who  despises  Commimis^, 
communism,  and  Commrmist  metho^  I 
join  with  other  Senators  in  exproKing 
strong  opposition  to  the  pending  potion 
to  suspend  the  rules  to  permit  cq^idera- 
tion  of  the  proposed  amendmejft  at  this 
time.  / 

Mr.  President,  I  yield  ^ck  the  re¬ 
mainder  of  my  time. 

The  PRESIDING  OFFICER.  Who 
yields  time? 

Mr.  MANSFIELD.  President,  again 

I  suggest  the  absenoe  of  a  quorum,  with 
the  time  not  to  hj(  taken  out  of  either 
side. 

The  PRESIDjrSlG  OFFICER.  Without 
objection  it  i^o  ordered,  and  the  clerk 
will  call  the  ]»11. 

'The  as^tant  legislative  clerk  pro¬ 
ceeded  toAsll  the  roll. 

Mr.  ETRKSEN.  Mr.  President,  I  ask 
unanimous  consent  that  the  order  for 
the  g«orum  call  be  rescinded. 

le  PRESIDING  OFFICER.  Without 
qj^ection,  it  is  so  ordered. 

^  Mr.  DIRKSEN.  Mr.  President,  I  yield 
5  minutes  to  the  distinguished  majority 
leader. 

Mr.  MANSFIELD.  Mr.  President,  as  a 
member  of  the  subcommittee  which  re¬ 
ported  the  pending  business,  including 
the  funds  for  the  Subversive  Activities 
Control  Board,  I  support  the  motion  to 
suspend  the  rule  made  by  the  distin¬ 
guished  minority  leader. 

First,  I  think  I  should  say  for  the 
Record,  so  that  there  will  be  no  mis¬ 
understanding,  that  it  is  a  happenstance 
that  the  Chairman  of  the  Subversive  Ac¬ 
tivities  Control  Board  is  a  Montanan; 
but  I  do  not  join  the  distinguished 
minority  leader  on  that  basis.  I  believe 
there  is  a  need  to  continue  this  Board — 
a  board  created  under  the  McCarran- 
Walter  Act  of  1950 — but  which,  unfor¬ 
tunate,  and  through  no  fault  of  its  own, 
has  little  or  no  business  before  it  at  the 
present  time.  However,  if  the  motion  to 
suspend  is  defeated,  the  bill  will  still  con¬ 
tain  a  $300,000  appropriation  for  the 
Board.  Then,  if  I  correctly  understand 
hat  is  to  happen,  an  amendment  will 
Soffered  to  eliminate  the  $300,000.  In 
myVpinion,  that  amendment  will  not 
prevOT' 

Thu\  we  are  faced  with  a  situation  in 
which  the  Subversive  Activities  Control 
Board,  at^  moment,  has  little  or  noth¬ 
ing  to  do  b^use  of  decisions  by  the  Su¬ 
preme  Court  affecting  its  jurisdiction. 

If  the  motiorr'to  suspend  does  not  cai-ry. 
It  is  my  belieA^  reiterate — that  the 
funds  appropriate^in  the  bill  will  be  al¬ 
lowed  by  the  Senace,  and  then  we  will 
have  the  sorry  pictur^f  funds  being  ap¬ 
propriated  to  an  agencV  which  has  very 
little  to  do. 

The  question  has  been  r^jsed  as  to  why 
the  Board’s  functions  haV  not  been 
transferred  to  the  DepartmeM^f  Justice. 
That  question  was  answered  bsrSAssistant 
Attorney  General  Yeagley.  During  the 
course  of  the  hearings  he  indicated  that 
this  authority  should  not  be  placed  ui  the 
Department  of  Justice.  \ 

He  also  said,  if  I  read  the  Record  cm* 
rectly,  that  this  agency  should  be  conN 
tinued,  preferably  with  additional  powers. 


OOti)  C()N(nJESS 
1st  Session 


IN  THE  HOUSE  OF  EEPKESENTATIVES 

October  12, 1967 

Referred  to  the  Committee  on  Government  Operations 


AN  ACT 

To  amend  section  3620  of  tlie  Eevised  Statutes  with  respect  to 
payroll  deductions  for  Federal  employees. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  fives  of  the  United  States  of  America  in  Congress  assembled, 

3  That  subsections  (h)  and  (c)  of  section  3620  of  the  Eevised 

4  Statutes,  as  amended  (31  U.S.O.  492) ,  are  amended  to  read 

5  as  follows : 

6  (1)  Notwithstanding  subsection  (a)  of  this  section 

7  or  any  other  provision  of  law,  and  under  regulations  to  l)e 

8  prescriljed  by  the  Secretary  of  the  Treasury,  the  head  of  an 

9  agency  shall,  upon  the  written  request  of  an  employee  of  the 

10  agency  to  whom  a  paiunent  for  wages  or  salary  is  to  he  made, 

11  authorize  a  disbursing  officer  to  make  the  payment  in  the 
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form  of  one,  two,  or  three  elieeks  (the  iiuml)er  of  cheeks  and 
the  amount  of  eacli,  if  more  tlian  one,  to  l)e  designated  by 
sueii  eniplo3n'e)  l)y  sending  to  each  financial  organization 
designated  ])V  such  emidovee  a  cheek  that  is  drawn  in  fa\or 

O  iz  It' 

of  the  organization  and  is  for  credit  to  tlie  cliecking  account 
of  such  enipl(»3n'e  or  is  for  the  deyosit  of  savings  or  purehase 
of  shares  for  sucli  enpdoyee:  Prodded,  That  the  agency  sliall 
not  he  reimhursed  for  tlie  cost  of  sending  one  check  re({uested 
by  such  employee  hut  shall  he  reim])ursed  for  the  additional 
cost  of  sending  any  additional  clieck  recpiested  by  such  em¬ 
ployee  by  the  financial  organization  to  which  such  check  is 
sent.  For  the  iiurposes  of  the  foregoing  proviso,  the  check 
for  which  the  affenev  shall  not  lie  reirnlmrsed  shall  be  the 

o  v 

check  in  the  largest  amount. 

“(2)  If  more  than  one  employee  to  whom  a  pa3mient 
is  to  he  made  designates  the  same  fnancial  organization,  the 
head  of  an  agency  ma3g  upon  the  written  reipiest  of  such 
employee  and  under  regukitions  to  lie  prescrilied  by  the 
Secretaiy  of  the  Treasmy,  authorize  a  disliursing  ofiicer  to 
make  the  payment  by  sending  to  the  organization  a  check 
that  is  drawn  in  favor  of  the  organization  for  the  total 
amount  designated  hy  those  eniplo3^ees  and  by  specifying 
the  amount  to  he  credited  to  the  account  of  each  of  those 
employees. 

“(3)  In  this  subsection,  the  term  ^agenc3^’  means  any 
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(lepartmciit,  agx'iicy,  iiKlcpciRleiit  estal)lisliiiie]it,  board,  office, 
coiiiiiiission,  or  other  establishment  in  tlie  executive,  leois- 
lative,  or  judicial  branch  of  the  Government,  any  wholly 
owned  or  controlled  Government  corporation,  and  the  mu¬ 
nicipal  government  of  the  District  of  Columbia;  and  the  term 
‘financial  organization’  means  any  bank,  savings  bank, 
savings  and  loan  association  or  similar  institution,  or  Federal 
or  State  chartered  credit  union. 

“(c)  Payment  by  the  United  States  in  the  form  of 
more  than  one  check,  drawn  in  accordance  with  subsection  (b) 
and  properly  endorsed,  shall  constitute  a  full  ac(]uittance 
for  the  amount  due  to  the  employee  requesting  payment.” 

Passed  the  Senate  October  11  (legislative  day,  October 
10), 1967. 

Attest:  FKAUCIS  E.  VALEO, 

Secretary. 
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HIGHLIGHT;  House  adopted  resoluti/n  for  consideration  of  poverty  bill. 


1.  POVERTY.  Adopbfed,  262>39,  a  resolution  for  the  consideration  of^S.  2388,  the 


poverty  hilTu  pp.  H14531-39 


Rep.  Thy^pson,  N.  J. ,  urged  passage  of  the  poverty  bill,  p.  tll4580 


>. 


2.  CREDIT  UNIONS.  The  Banking  and  Currency  Committee  voted  to  report  (but  did  not 

actually  report)  H.  R.  6157,  to  permit  Federal  employees  to  purchase  shares  of 
Federal-  or  State-chartered  credit  unions  through  voluntary  payroll  allognent^; 
andyti,  R.  13489,  amended,  to  amend  the  Federal  Credit  Union  Act  to  moaern^e 
the  loan,  investment,  and  dividend  provisions,  p.  D994 

3.  i^MLL  BUSINESS.  Rep.  Conte  commended  the  Small  Business  Administration  systems^ 
y  and  urged  its  continuance  as  an  independent  agency,  p.  H14546 


SPENDING,  Rep.  Gude  urged  "in  light  of  the  present  deficit  and  the  need  to 
establish  priorities  in  Federal  spending,"  that  educational  needs  receive 
riority  in  any  future  supplemental  appropriations,  p.  H14550 
.Rep.  Wyman  criticized  Government  "overspending. . .year  after  year,"  ur^ed 
'P^^snt  fiscal  policies,"  and  inserted  a  supporting  editorial,  pp.  H^565-6 
p.  Ashbrook  inserted  a  Wall  Street  Journal  editorial,  "Prescription  for 
Paral^is,"  referring  to  the  findings  of  the  Tax  Foundation's  study /"Growth 
Trends\f  New  Federal  Programs:  1955-68."  p.  H14566  ^ 


5. 


VEGETABLE  OXL.  Rep.  Findley  inserted  a  copy  of  a  wire  he  sent  ^is  Department 
asking  "tha\you  reconsider  your  decision  of  October  30,  196>y^n  which  you 
decided  recom^nding  that  the  President  use  Section  XXII  Aut<Kority  to  raise 
tariffs  on  imports  of  Soviet  vegetable  oil"  by  a  firm  whici*  is  expected  to  un¬ 
load  20  million  ^unds  of  Soviet  oil  this  weekend  in  New/rleans.  pp.  H14563-4 


6.  FLOOD  CONTROL.  Rep.'SDeLa  Garza  commended  the  action  program  agreed  upon  by 

President  Johnson  and\President  Diaz  Ordaz  of  Mexico/o  complete  flood  control 
projects  in  the  Rio  Gr^de  Valley  and  other  actions/ that  would  give  "priority 
attention  to  a  program  of^  social  and  economic  reh/toilitation  of  the  lower  Rio 
Grande  Valley."  p.  H1458' 


7.  MEAT  INSPECTION.  Rep.  Foley  inserted  Rep.  Pole's  statement  describing  in 
chronological  order  the  events ^connected  wi/i  the  proposed  "solicitation"  of 
election  funds  by  a  meatpacker.  \pp.  H14571-3 


8.  CONSUMER  AFFAIRS.  Rep,  Rosenthal  ejc^e^ed  gratitude  that,  the  "moral  case  for 
consumer  protection  continues  to  be  m^e"  and  inserted  an  article  by  a  member 
of  the  President's  Consumer  Adviso^^ncil.  p.  H14573 
.  Rep,  .  Howard  inserted  the  text  q/  the  i^emarks  of  the  President  at  the  Consum¬ 
er  Assembly,  pp.  H14577-8 


9,  JOB  CORPS.  Rep,  Mink  insertedyan  article,  "J^ 
pp.  H14576-7 


Corps  Does  Good  Job  on  Kauai." 


10. 


COMMODITY  RESERVE.  Rep.  ^ley  expressed  regret  "tKat  a  majority  of  the  members 
of  the  Livestock  and  Fe^d  Grains  Subcommittee  of  tfte  House  Committee  on  Agri¬ 
culture  chose  to  defe^"  the  commodity  reserve  bill  and  inserted  a  statenzent  b> 
Dr,  Schnittker  follmrfing  the  defeat  of  the  legislationy^  a  copy  of  his  testimony, 
and  several  newspaper  articles,  pp.  H14578-80 


11.  LEGISLATIVE  PROGJ 
Consent  Calen< 

.  ,  ,  .drug  bill,  Tues. 
the  povert^bill,  which  will  continue  through  the  balance  of  tn^  week  or  until 
the  bill  i/s  concluded,  p.  H14540 


^M,  Rep.  Albert  announced  the  following  pispgrara:  Mon.  ,  the 
ir,  the  poverty  bill,  and  the  following  suspemions:  Peanut 
acreage  allo|2fnent  bill,  Product  Safety  Commission  bill,  anim^ 


12.  ADJOURl^  until  Mon.,  Nov.  6.  p.  H14586 


ITEMS  IN  APPENDIX 


^  BUREAU.  Extension  of  remarks  of  Rep.  Resnick  criticizing  "giant  coop^a- 
/  tives--usually  affiliated  with  the  Farm  Bur€au--which  have  been  victimizin^the 
American  farmer  by  issuing  patronage  dividends",  and  stating  many  cooperative 
certainly  a  large  inaioiJty  -arc  Lmlv  farnzcr  controlled  and  farmer  owned," 
p.  A5412 
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HIGHLIGHTS:  House  recei^d  conference  report  on  foreign  aid^^uthorization  bill. 

House  debated  poverty  ^11.  Senate  committee  reported  Sawtoot^i  Recreation  Area  bill. 
Senate  passed  bill  tcy4trengthen  intergovernmental  cooperation  personnel  prac¬ 
tices. 


HOUSE  ^ 

1.  FOREIGN/^ID.  Received  the  conference  report  on  S.  1872,  the  foreign \ld  autho- 
riza^on  bill  (H.  Rept.  892)  (pp.  H14715-27).  Rep.  Widnall  commendedN^he  re- 
porX  (pp.  H14773-5). 


2.  M^VERTY.  Began  debate  on  S.  2388,  the  poverty  bill.  pp.  H14727-64,  H14771\^, 
/h14804-5,  H14812,  H14816-7,  H14766-70,  H14786-7  \ 
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3. 


CREDIT  UNIONS.  The  Banking  and  Currency  Committee  reported  H.  R.  6157,  to  permit 
Federal  employees  to  purchase  shares  of  Federal-  or  State-chartered  credit 
unions  through  voluntary  payroll  allotments  (H,  Rept,  893) j  and  witn  amencmenc 
H,\r,  13489,  to  amend  the  Federal  Credit  Union  Act  to  modernize  the  loaj*,  in¬ 
dent,  and  dividend  provisions  (H.  Rept.  894).  p.  H14820 


vest 


4.  OIL  AND^S  LEASES.  The  Interior  and  Insular  Affairs  Committee  reputed  with 
amendment  H.  R.  7940,  to  authorize  the  Secretary  of  the  Interior  Vo  prevent 
termination^  of  oil  and  gas  leases  in  cases  where  there  is  a  nominal  deficiency 
in  the  rent^  payment,  and  to  authorize  him  to  reinstate  undey^ome  conditions 
oil  and  gas  leases  terminated  by  operation  of  law  for  failur^ to  pay  rental 
timely  (H.  Rep\  895) .  p.  H14820 


5,  TAXATION,  Rep.  Gurney  stated  that  the  letters  he  has  rec^ved  from  his  district 
in  response  to  the  Resident's  "call  for  public  pressure. .. to  enact  his  proposed 
tax  increase"  have  beWi  "100%  against  the  tax  increas^"  pp.  H14772-3 


6.  FARM  PROGRAM.  Rep.  ZwachRnserted  an  editorial,  "Fimners  Struggle  in  False 

Prosperity."  p.  H14779  \  /  ^ 


7.  CENSUS.  Rep.  Curtis  discusseRthe  "major  issu^"  of  the  forthcoming  decennial 
census,  pp,  H14782-3 


8.  OPINION  POLL.  Reps.  Andrews,  N.  dR.  ,  an^orris,  N.  Mex. ,  inserted  the  results 
of  questionnaires  including  items  (R  injrerest  to  this  Department,  pp.  H14787, 
H14805 


9.  ELECTRIFICATION,  Rep.  Cleveland  st^ 
answer  to  cheaper  electric  rates 
subject,  pp.  H14788-9 


^ed  (Mae  Lincoln-Dickey  project  "is  not  the 
New  England"  and  inserted  articles  on  the 


10.  FARM  BUREAU.  Rep.  Resnick  st^ed  that  the  Farim\Bureau  has  not  "refuted"  one  of 
his  "charges"  during  the  iin/estigation  of  its  aRivities,  added  that  many 
cooperatives  "are  truly  fa^raer  controlled  and  fanqer  owned,"  and  commended  and 
inserted  a  statement  of  Jtne  Dairymen's  League  descRbing  its  policy  of  distri-  ^ 
buting  patronage  dividends,  p,  H14805  \  ^ 


TOBACCO,  H,  R.  1365^  as  reported,  would  amend  the  Agri^ltural  Adjustment  Act 
of  1938  so  as  to  burley  tobacco  and  cigar-filler  (tyRs  42,  43  and  44)  to 
the  lease  and  trmsfer  provisions,  extend  the  period  of  a  \ease  and  transfer  of 
tobacco  acreag^allotments  and  marketing  quotas  for  all  kinds  of  tobacco  from 
1  year  to  a  m^imum  of  5  years,  and  provide  for  a  limitation  R  the  amount  of 
acreage  tha^can  be  leased  and  transferred  to  any  farm  in  the  Rse  of  burley 
and  cigar-Hller  (types  42,  43,  and  44)  tobacco  to  an  amount  not\to  exceed  10 
acres. 


SENATE 


PER^NNEL;  INTERGOVERlfMENTAL  RELATIONS.  Passed,  54-26,  with  amendments  Ss.  699, 
strengthen  intergovernmental  cooperation  and  the  administration  of  grafvf-in- 
lid  programs,  to  extend  State  and  local  merit  systems  to  additional  prograu 
financed  by  Federal  funds,  to  provide  grants  for  improvement  of  State  and  loRl 
personnel  administration,  to  authorize  Federal  assistance  in  training  State  am 
local  employees,  to  authorize  interstate  compacts  for  personnel  and  training 
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PAYROLL  ALLOTMENTS  FOR  CREDIT  UNIONS 


November  7,  1967.' — Committed  to  the  Committee  of  the  Whole  House  on  the 
State  of  the  Union  and  ordered  to  be  printed 


Mr.  Patman,  from  the  Committee  on  Banking  and  Currency, 
submitted  the  folloAving 

REPORT 

[To  accompany  H.R.  6157] 

The  Committee  on  Banking  and  Currency,  to  Avhom  Avas  referred 
the  bill  (H.R.  6157),  to  permit  Federal  employees  to  purchase  shares 
of  Federal-  or  State-chartered  credit  unions  through  voluntary  payroll 
allotment,  having  considered  the  same,  report  favorably  thereon 
Avithout  amendment  and  recommend  that  the  bill  do  pass. 

History  of  the  Legislation 

H.R.  6157  Avas  introduced  by  Chairman  Patman  on  February  27, 
1967.  Hearings  AVere  held  on  the  legislation  before  the  Banking  and 
Currency  Committee  on  Friday,  NoAmmber  3,  1967.  Testimony  Avas 
receiAmd  from  CUNA  International,  in  support  of  the  legislation,  and 
from  the  Treasury  Department  in  opposition  to  the  bill.  The  Treas¬ 
ury  opposed  the  bill  on  the  grounds  that  it  might  adversely  affect  the 
sale  of  savings  bonds  to  Federal  employees  and  Avould  unduly  compli¬ 
cate  the  Federal  payroll  system. 

Purpose  of  the  Bill 

H.R.  6157  Avould  alloAV  Federal  employees  to  sav’e  at  their  credit 
union  through  a  system  of  payroll  savings  plans.  The  bill  A\  ould  alloAV 
each  Federal  employee  Avho  belongs  to  a  State  or  federally  chartered 
credit  union  to  have  a  portion  of  his  pay  deducted  for  saAungs  purposes 
and  sent  directly  to  the  credit  union.  The  credit  union  shall  reimburse 
the  U.S.  Government  for  the  reasonable  cost  of  making  such  allot¬ 
ment. 

The  legislation  also  provides  that  the  Comptroller  General  of  the 
United  States  shall  issue  regulations  to  implement  this  authority. 
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Under  present  law,  the  head  of  each  department  has  authority  to 
authorize  payroll  allotments  “for  such  purposes  as  such  department 
head  deems  appropriate”  (5  U.S.C.  3075).  Under  this  authority,  pay¬ 
roll  deductions  have  been  authorized  for  savings  bonds,  contributions 
to  the  combined  Federal  campaign  (charitable  contributions),  union 
dues,  and  in  the  case  of  military  personnel,  payment  for  shares  in 
credit  unions.  However,  credit  union  payroll  deductions  are  not 
allowed  for  Federal  employees. 

Under  the  terms  of  H.R.  6157,  the  Federal  Government  would  be 
required  to  make  payroll  savings  deductions  for  shares  in  credit  unions 
upon  the  written  request  of  a  lederal  employee. 

Need  for  the  Legislation 

It  is  the  belief  of  the  committee  that  payroll  deductions  for  purchase 
of  credit  union  shares  will  serve  as  an  effective  and  efficient  way  of 
encouraging  additional  savmgs  and  will  provide  an  overall  benefit  to 
our  economy.  The  bill  should  facilitate  the  flow  of  funds  to  credit 
unions,  thereby  easmg  credit  conditions  and  removing  some  of  the 
upward  pressures  on  interest  rates.  Because  the  bill  encourages  greater 
thrift,  it  would  remove  funds  from  direct  spending,  thus  helping  to 
reduce  inflationary  pressures.  Your  committee  further  feels  that  the 
promotion  of  greater  sa\dngs  can  be  an  effective  and  painless  way  of 
fightmg  inflation. 

Payroll  deductions  for  purchase  of  credit  union  shares  will  produce 
a  number  of  benefits  for  the  Federal  Government  as  an  employer. 
Many  progressive  employers  m  business  and  industry  have  payroll 
savmgs  plans  and  such  plans  have  come  to  be  recognized  as  sound 
employment  practices.  The  encom-agement  of  regular  savmgs  assures 
a  source  of  funds  for  the  employees  to  meet  emergencies  or  to  finance 
large  purchases.  This  should  result  m  fewer  employees  who  overextend 
themselves  and  get  into  financial  trouble.  This,  in  turn,  should  lead 
to  a  more  productive  and  stable  work  force  and  fewer  complaints  to 
the  Federal  Government  from  creditors  concerning  employees  m 
financial  difficulty. 

According  to  the  Bureau  of  the  Budget,  48.8  percent  of  all  classified 
Government  employees  are  in  grades  GS-1  to  GS-6.  This  would 
indicate  that  nearly  1  million  Federal  employees  are  of  modest  means, 
clearly  requiring  access  to  credit  sources  and  such  inducements  to 
save.  Thus,  H.R.  6157  would  be  of  great  benefit  to  this  large  group 
of  Government  employees,  who,  when  financial  trouble  strikes,  are 
often  forced  to  borrow  at  high  interest  rates. 

Although  the  Treasury  Department  opposes  H.R.  6157  primarily 
on  the  grounds  that  enactment  of  the  legislation  would  place  credit 
unions  in  direct  competition  with  the  Government  savings  bond 
program  and  could  reduce  the  volume  of  savings  bonds  purchased 
by  Federal  employees,  it  must  be  noted  that  Treasury  Department’s 
opposition  is  based  on  conjecture  and  not  on  an  experience  factor. 

While  not  totally  rejecting  the  possibility  that  bond  sales  could 
slip  if  credit  union  payroll  deduction  allotments  were  allowed,  your 
committee  does  not  feel  that  such  a  possibility  is  likely.  In  addition, 
your  committee  feels  that  enactment  of  H.R.  6157,  rather  than 
hurting  bond  sales,  will  actually  aid  in  the  overall  effectiveness  of  the 
savings  bond  program. 
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One  of  the  problems  in  connection  with  the  sale  of  series  E  bonds 
is  that  of  early  redemption.  Accordmg  to  Treasury  figures,  more  than 
one  out  of  every  three  series  E  bonds  sold  during  1965  was  cashed  in 
durmg  the  first  year.  The  Federal  Government  only  gains  maximum 
advantages  from  the  sale  of  savings  bonds  when  they  are  held  to  ma¬ 
turity.  While  the  Government  does  receive  some  financial  assistance 
through  bonds  that  are  cashed  in  after  being  held  for  only  a  few 
months,  it  is  felt  that  the  paperwork  mvolved  in  handling  the  bond 
transaction  would  offset  any  financial  benefits  accrued  during  the  brief 
period.  Clearly,  then,  it  is  not  enough  to  promote  bond  sales  if  the 
bonds  are  not  to  be  held  for  a  sufficient  length  of  time  to  provide 
financial  benefits  to  the  Government. 

Your  committee  feels  that  by  authorizing  credit  union  payroll  de¬ 
ductions  for  Federal  employees  that  the  problem  of  early  redemption 
on  savings  bonds  can  be  alleviated  to  a  certain  extent. 

Systematic  savings  m  credit  unions  would  provide  F ederal  employees 
with  funds  to  meet  short-term  needs.  Under  this  legislation,  the  em¬ 
ployee  would  have  a  regular  savings  account  in  his  credit  union  that 
.  he  could  use  for  consumer  goods  purchases  or  for  emergency  situations. 
'  He  woidd  not  have  to  redeem  his  bonds  for  such  purposes  and,  be¬ 
cause  of  this,  the  possibility  that  he  would  hold  his  bonds  to  maturity 
woidd  be  greatly  increased. 

In  private  industry  it  has  not  been  proven  that  credit  union  pay¬ 
roll  deduction  plans  affect  bond  sales.  For  example,  80  percent  of  the 
employees  of  a  major  aircraft  corporation  have  credit  union  payroll 
deductions,  but  99  percent  have  savings  bond  deductions. 

Thus,  your  committee  has  seen  no  concrete  evidence  that  would 
support  Treasury’s  position  that  H.R.  6157  would  handicap  the 
savings  bond  sales  program. 

Treasury  fm-ther  argues  that  H.R.  6157,  rather  than  being  used 
for  a  savings  vehicle  for  credit  union  members,  would  be  used  for 
debt  repayment.  PayroU  deductions  under  H.R.  6157  are  for  savings 
purposes  only  and  are  not  available  to  pay  off  borrowings.  But,  at 
the  same  time,  it  must  be  noted  in  private  companies  where  credit 
union  payroll  allotments  are  authorized,  an  average  of  more  than  80 
percent  of  the  deductions  are  for  share  accounts. 

The  Treasury  Department  is  also  concerned  with  the  costs  involved 
in  administering  H.R.  6157.  It  must  be  clearly  noted  and  understood 
I  that  passage  of  this  legislation  would  not  involve  any  cost  to  the 
Government,  since  credit  unions  would  reimburse  the  Government 
for  the  reasonable  cost  of  making  such  allotments. 

The  Civil  Service  Commission  has  already  established  a  standard 
service  charge  of  2  cents  per  individual  deduction,  exclusive  of  any 
postage  cost,  for  payroll  deductions  authorized  under  present  law. 
The  Treasury  Department,  however,  points  out  that  these  deductions 
are  not  of  a  fluctuating  nature,  in  that  the  amount  of  the  deduction 
and  the  agency  or  organization  receiving  the  deduction  are  not  changed 
on  a  frequent  basis.  The  Treasury  Department  further  indicated  in 
its  appearance  before  your  committee  that  the  2-cent  charge  might 
not  be  enough  to  handle  the  credit  union  deductions  if  it  developed 
that  payroll  deductions  were  constantly  being  increased,  decreased,  or 
otherwise  changed. 

Representatives  of  CUNA  International  testified  before  your  com¬ 
mittee  that  they  would  be  willing  to  pay  the  administering  costs  of 
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the  allotments  regardless  of  the  amount.  Your  committee  expects 
that  before  a  per  item  charge  is  established,  a  complete  study  will  be 
undertaken  and  that  once  such  charges  are  established,  they  wUl  be 
uniform  for  all  payroll  deductions  and  will  not  be  discriminatory. 
Your  committee  does  not  feel  it  would  be  equitable  to  include  the 
cost  of  allotment  changes  in  a  per  item  charge  unless  it  was  clearly 
shown  that  a  number  of  allotment  deduction  changes  were  anticipated. 

Changes  in  Existing  Law  Made  by  the  Bill,  as  Reported 

In  compliance  with  clause  3  of  rule  XIII  of  the  Rules  of  the  House  of 
Representatives,  changes  in  existing  law  made  by  the  bill,  as  reported, 
are  shown  as  follows  (existing  law  proposed  to  be  omitted  is  enclosed 
m  black  brackets,  new  matter  is  printed  in  italic,  existing  law  m  which 
no  change  is  proposed  is  shown  in  roman) : 

Section  25  of  the  Federal  Credit  Union  Act  (12  U.S.C.  1770) 

SPACE  IN  FEDERAL  BUILDINGS  | 

Sec.  25.  (a)  Upon  application  by  any  credit  union  organized  under 
State  law  or  by  any  Federal  credit  union  organized  in  accordance  with 
the  terms  of  this  Act,  at  least  95  per  centum  of  the  membership  of 
which  is  composed  of  persons  who  either  are  presently  Federal  em¬ 
ployees  or  were  Federal  employees  at  the  time  of  admission  into  the 
credit  union,  and  members  of  then  families,  which  application  shall  be 
addressed  to  the  officer  or  agency  of  the  United  States  charged  with 
allotment  of  space  in  the  Federal  buddhigs  in  the  community  or  district 
in  which  such  credit  union  does  business,  such  officer  or  agency  may  in 
his  or  its  discretion  allot  space  to  such  credit  union  if  space  is  available 
without  charge  for  rent  or  services. 

(6)  Any  Federal  employee  who  is  a  member  of  any  credit  union  that 
has  a  common  bond  consisting  of  Federal  employees  and  members  of  their 
families  shall  have  the  right  to  have  payment  on  shares  in  the  credit  union 
made  by  allotment  from  his  salary  in  such  amount  and  at  such  times  as 
the  employee  may  from  time  to  time  reguest  in  writmg.  The  credit  union 
shall  reimburse  the  United  States  Government  for  the  reasonable  cost  of 
making  such  allotment.  The  Comptroller  General  of  the  United  States 
shall  issue  regulations  to  implement  this  authority.  In  this  subsection,  | 
‘^Federal  employee”  means  any  person  employed  by  any  department, 
agency,  independent  establishment,  board,  office,  commission,  or  other 
establishment  in  the  executive,  legislative,  or  judicial  branch  of  the  Gov¬ 
ernment,  any  wholly  owned  or  controlled  Government  corporation,  and 
the  municipal  government  of  the  District  of  Columbia. 
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IN  THE  HOUSE  OE  REPIIESENTATIVES 

Feisruary  27, 1967 

Mr.  Patman  iiitroduccHl  the  followino-  bill;  wliich  Avas  referred  to  the  Com¬ 
mittee  on  Banking'  and  Currency 

November  7, 1967 

Committed  to  the  Committee  of  tlie  Mdiole  PTonse  on  tlie  State  of  the  Union 

and  oi'dered  to  be  printed 

A  BILL 

To  permit  Federal  employees  to  piircliase  shares  of  Federal-  or 
State-chartered  credit  unions  through  voluntary  payroll 
allotment. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  tives  of  the  United  States  of  America  in  Congress  assembled, 

3  That  section  25  of  the  Federal  Credit  Union  Act  (12  U.S.C. 

4  1770)  is  amended  (1)  by  inserting  '‘(a)”  immediately 

5  after  ‘‘Sec.  25”  and  (2)  ])y  adding  at  the  end  thereof  the 

6  following  new  subsection: 

7  Uederal  employee  wlio  is  a  member  of  any 

8  credit  union  that  has  a  common  l)ond  consisting  of  Federal 

9  employees  and  meml)ers  of  their  families  sliall  have  tlie 
10  right  to  have  payment  on  shares  in  the  credit  union  made 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 
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by  allotment  from  his  salary  in  such  amount  and  at  such 
times  as  the  employee  may  from  time  to  time  recpiest  in 
writini*’.  The  credit  union  shall  reimburse  the  United  States 
UoA^ernment  for  the  reasonable  cost  of  making  such  allot¬ 
ment. 

“The  Comptroller  General  of  the  United  States  shall 
issue  regulations  to  implement  this  authority. 

“In  this  subsection,  Tederal  employee/  means  any  per¬ 
son  employed  by  any  department,  agency,  independent 
establishment,  board,  office,  commission,  or  other  establish¬ 
ment  in  the  executive,  legislative,  or  judicial  branch  of 
the  Government,  any  wholly  owned  or  controlled  Govern¬ 
ment  corporation,  and  the  municipal  government  of  the 
District  of  Columbia.’’ 
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SENATE 


VETERAIW  BENEFITS*  Both  Houses  received  the  President's  message 
recoramends  enactment  of  legislation 
pr^osal  to  increase 
Sy  Labor  and  Public  Welfare  and  H 
11482-5)  .  The  message  also 


for  the  benefit  of  veterans,  includiR£  a 
the  maximum  guarantee  of  GI  home  loans  (H.  Doc.  245)  j\to 
Veterans  Affairs  Committees  (pp.  S601-3,\ 
includes  the  announcement  of  a  plan  to  hire  vetera 
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Balance  of  payments . 16 

Budget . 4,13 

Calendar . 28 

Collective  bargaining. . . 15 

Consumer  credit . 11 

Credit  unions . 12 

Dairy  imports . 3,16 

Electric  cooperatives. .. 21 
Electrification, ...9,21,22 

Employment . 5,24 

Family  farms . ,,15 


Issi^ 

For  actions  of 


INTENTS 


January  31,  1968 
January  30,  1968 
90th-2nd;  No.  12 


Food  addi^ves. , , ,  .  25 

Foreign  tra)^.  . .  3/14, 16, 26 

Groundfish  i^o:^s . 26 

Meat  imports..^., . 16 

Meat  inspecti/n.\. . 19 

Mushrooms. .  .  \  . ....  14 

Nomination/. . ,\. ....  2 

Peace  Cov/s. . \  . . .  7 

Personn^ . .  .a.  27 

Political  economy . .\8 

Poultry  inspection. 


Poverty . 20 

President's  message . 1 

Recreation. . 23 

Retirement . 27 

Saline  water.. . ,.8 

State  of  the  Union . .17 

Textile  imports..., . 16 

Veterans'  af fairs. ....  1 , 24 
Water  resources . ...10 


GHLIGHT;  House  debated  con^mer  ci'edit  protection  bil! 


on  a  priority  basis  to  fill  jobs  open  in  the  first  five  levels  of  the  Civi> 
\Service,  without  having  to  compete  in  the  regular  examination**~providGd  ' 

'rees  to  pursue  a  part-time  educational  program  under  the  GI  Bill.  y 
Several  Sens,  and  Reps,  discussed  the  merits  of  the  President's  veterans 
mes^ge.  pp.  S603-7,  S621,  H485-95,  H592 

2,  NOMINATrS^N,  Confirmed  the  nomination  of  Clark  Clifford  to  be  Secr^ary  of 
Defense.\pp,  S596-600 

3,  DAIRY  IMPORT^  Sen.  Proxmire  spoke  in  favor  of  his  bill  S.  612^,  the  proposed 

dairy  import  Control  bill.  p.  S629 

4,  BUDGET.  Sens.  Prdxmire  and  Holland  discussed  the  merits  /t  the  President's 

budget,  pp.  S632^  S644-5 

5,  EMPLOYMENT,  Sen.  Smatners  urged  enactment  of  proposes  to  help  the  unemployed 

presented  in  the  Presio^nt's  manpower  message,  py^630 

6,  POULTRY  INSPECTION.  Sen.  Miller  was  added  as  a y^sponsor  to  S.  2846,  to  provic 

for  the  Federal  inspection  of  all  poultry  and/poultry  products  Intended  for 
human  consumption,  p,  S621 

7,  PEACE  CORPS,  Both  Houses  receive^  from  the  Peace  Corps  a  proposed  bill  to  enabli 

the  Peace  Corps  to  continue  its  w^k- on/behalf  of  world  peace  and  understanding, 
to  Senate  Foreign  Relations  and  Houke /Foreign  Affairs  Committees,  pp.  S607, 
H597  ^ 

8,  SALINE  WATER.  Both  Houses  receiv^ from  ^e  Interior  Department  a  proposed  bill 

to  authorize  appropriations  foryxhe  salin^ water  conversion  program  and  to  ex¬ 
pand  the  program;  to  House  an^Senate  Integer  and  Insular  Affairs  Committees, 
pp.  S607,  H597 

9,  ELECTRIFICATION.  Received/4rom  this  Department  \  report  on  the  approval  of  a 

REA  loan  to  the  Lower  Colorado  River  Authority  o^^ustin,  Tex, ,  to  finance 
certain  generation  an<^ransmission  facilities;  toNAppropriations  Coiimittee. 
p.  S607 


HOUSE 

10.  WATER  RESOURCESy^  Received  the  conference  report  on  S.  178^v  bo  authorize  the 
Secretary  of yche  Interior  to  engage  in  feasibility  investig^ions  of  certain 
water  resou^^ce  developments  (H.  Rept,  1065).  p.  H481 


11,  CONSUMER  CTREDIT.  Began  debate  on  H.  R.  11601,  the  consumer  credj 
bill.  /bp.  H496-535 


protection 


12.  CREDIT  UNIONS.  The  Rules  Committee  reported  a  resolution  providing  for  the  con¬ 
sideration  of  H,  R,  6157,  to  permit  Federal  employees  to  purchase  shares  of 
Federal-  or  State-oh.-jx oxodlt  unions  thi'o/igh  voluntary  payroll  allotment, 
p.  H597 


90th  Congress  )  HOUSE  OF  KEPEESENTATIVES  (  Keport 
2d  Session  j  (  No.  1068 


CONSIDERATION  OF  H.R.  6157 


January  30,  1968. — Referred  to  the  House  Calendar  and  ordered  to  be  printed 


Mr.  Sisk,  from  the  Committee  on  Rules,  submitted  the  following 

REPORT 

[To  accompany  H.  Res.  1048] 

The  Committee  on  Rules,  having  had  under  consideration  House 
Resolution  1048,  report  the  same  to  the  House  with  the  recommen¬ 
dation  that  the  resolution  do  pass. 
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90th  congress 
2d  Session 


House  Calendar  No.  177 

H.  RES.  1048 

[Report  No.  1068] 


IN  THE  HOUSE  OE  EEPRESENTATIVES 

January  30, 1968 

Mr.  Sisk,  from  the  Committee  on  Rules,  reixirted  tlie  following  resolution; 
which  was  referred  to  the  House  Calendar  and  ordered  to  be  printed 


RESOLUTION 

1  Besolved,  That  upon  the  adoption  of  this  resolution  it 

2  shall  be  in  order  to  move  that  the  House  resolve  itself  into 

3  the  Committee  of  the  Whole  House  on  the  State  of  the  Union 

4  for  the  consideration  of  the  hill  (H.R.  6157)  to  permit  Eed- 

5  era!  employees  to  purchase  shares  of  Federal-  or  State-char- 

6  tered  credit  unions  through  voluntary  ])ayroll  allotment. 

7  After  general  debate,  which  shall  he  confined  to  the  liill  and 

8  shall  continue  not  to  exceed  one  hour,  to  he  ecpially  divided 

9  and  controlled  liy  the  chairman  and  ranking  minority  meni- 

10  her  of  the  Committee  on  Banking  and  Currency,  the  lull 

11  shall  be  read  for  amendment  under  the  five-minute  rule.  At 

12  the  conclusion  of  the  consideration  of  the  hill  for  amendment. 


V 


2 


1  the  Committee  shall  rise  and  re2)ort  the  bill  to  the  House 
.2  with  such  amendments  as  may  have  l)ecn  adopted,  and  the 

3  previous  question  shall  be  considered  as  ordered  on  the  ))ill 

4  and  amendments  thereto  to  final  passage  without  intervening 

5  motion  except  one  motion  to  recommit. 
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OFFICE  OF  BUDGET  AND  FINANCE 
“^OR  INFORMATION  ONLY; 
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Balance  of  payment s, 22 

Cherries . 3 

Commodity  exchanges . 1 

Conservation. ,14 
Consumer  credit 16 

Consumer  protection . 16 

Cotton . . . 34 

Credit  unions, . 5 

Crop  insurance . 8 

Economic  report . 12,19 

Education. . . 2,20,26 

Farm  income . .....13,21 

^arm  loans . . . 30 

**^Farm  prices . 2J 

Food  prices . 


iwed 
For  actions  of 


February.  6,.  1968 
February  5,  1968 
90th-2nd;  No.  16 


lIpNTENTS  - 

Foreign  \rade . . . . . .  18 , 23 

Health  bentefitsy; .......  27 

Hide  exportV.y. . ..18 

Livestock.  . .1 

Marketing. ./.  .\ . 25 

Market  ing /order  s\. . 3 

Opinion  /foil . \ . 6 

Peace  Corps. 31 

Persarmel . .  .  27 

Potatoes . 29 

P<y^rty . . vl7 

rice  stability, . .  .. , , . . ,  1 ! 

'Property . 32 

Public  buildings, 10 
Research . 29 


Research  lands . . 4 

Retirement,, . 27 

Shipping. . . 23 

Supergrades, . .9 

Student,  loans.  ............  2 

Taxation. . . 13 

Trading  stamps...-, . ..7 

,  Veterans ^  30 

.  Water  pollution. ........ 11 

Water  rights . .28 

Watersheds..-. . . .,33 

Wild  rivers. . . . 14 

.Wildlife . 15 

rid  hunger . .-...24 


HIGHLIGHTS:  House  occurred  in,  Senate  amendments  to  commoditV  exchange  bill,  B,oth 
Houses  received  President's  message  on  education.  Sen.  KuchelHntroduced  and  dis¬ 
cussed  water  righM  bill. 


■'house 


1.  COMMODITY  EXCHANGES.  Concurred  in  Senate  amendments  to  H.  R.  13094, 
tluE  Commodity  Exchange  .Aot  (pp.  H788-9).  This  bill  will  now  be  sent 
resident.  The  bill  would  amend  the  Commodity  Exchange  Act  to--''(l) 

'^hat  futures  commission  merchants  meet  specified  minimum  financial  standb^ds... 
(2)  Increase  the  penalities  for  certain  law  violations  such  as  manipulatic 


amend 
)  the 
mire 


^  and  embezzlement.. ,  (3)  Add  livestock  and  livestock  products  to  the  commodiMes^ 
\  regulated  under  the  act... (4)  Authorize  the  issuance  of  cease-and-desist^dew" 
\  after  full  opportunity  for  hearing  and  appeal  to  the  courts,  in  cases  wl^e 
persons  have  been  found  guilty  of  violation  of  the  lav;. . .  (5)  Require  extract 
t^kets  to  enforce  their  rules  relating  to  trading,  and  authorize  th^Secretary 
of  Agriculture  to  disapprove  rules  made  or  proposed  t^hich  violate  or' would 
violat;e  provisions  of  the  act,  regulations,  or  orders  of  the  Commission.  *.  (6) 
Spell  out  in  detail  certain  administrative  procedures  which  have^ong  been 
follows^  and  which  are  clearly  for  the  purpose  of  accomplish!^  the  original 
intent  of^he  act.” 


2.  EDUCATION.  B^h  Houses  received  the  President's  message  o^ducation,  which 
recommends  additional  student  loans  and  grants  (H.  Doc.  ^7);  to  House  Educa¬ 
tion  and  Labor  ^d  Senate  Labor  and  Public  Welfare  CommSetees,  pp.  H778-81, 
S831-3 

Rep.  Perkins  (p.\h781)  and  Sen.  Morse  (pp.  S862-3y commended  the  President's^ 
message. 

Received  from  HEW  t^  draft  bills,  the  ”Highe^ducation  Amendments  of  1968” 
and  "Partnership  for  Earti^ng  and  Learning  Act  o^/l968”;  to  Education  and  Labor 


Committee,  p.  H806 


3.' CHERRIES.'’  Rejected,  180-168,Na  motion  to  su^eipend  the  rules  and  pass  H,  R.  4282, 
to  eliminate  certain  requirem^ts  with  reject  to  effectuating  marketing  orders 
for  cherries.  (A  two-thirds  voW  was  retired.)  pp.  H783-7 


4.  RESEARCH  LANDS.  Rejected,  202-138, Na^tion  to  suspend  the  rules  and  pass  S. 
974,  to  authorize  the  Secretary  of  Apiculture  to  convey  certain  research  lands 
to  Glendale,  Ariz.  (A  two-thirds  vdteN^as  required.)  pp.  H787-8 


5.  CREDIT  UNIONS.  Passed  without  amendment  H.  R.  6157,  to  permit  Federal  employees 
to  purchase  shares  of  Federal-  or  State-chartered  credit  unions  through  volun¬ 
tary  payroll  allotment,  pp.  H789-92 


6.  OPINION  POLL.  Rep.  McDad^inserted  a  questioinc3kP3  xdiich  he  is  sending  his  con 
stituents  including  items  .of  Interest  to  this  Detriment,  p.  H798 


7.  TRADING  STAMPS.  Rep.yOlsen  inserted  an  article  on  tft^  effect  of  trading  stamps 
on  food  prices.  p,/h802 


c 


8.  CROP  INSURANCE,  ^oth  Houses  received  a  GAO  report  of  exah»ination  of  financial 
statements,  fj^al  year  1967,  Federal  Crop  Insurance  CorpOTation.  pp.  H806, 
S835 


9.  SUPERGRADE^  Received  from  the  Civil  Service  Commission  reportV  with  respect 
to  posit^ns  in  grades  GS-16,  GS-17,  and  GS-18  in  various  departments  and 
agenci^.  p.  H807 


10.  PUBL^  BUILDINGS.  Both  Houses  received  from  GSA  a  report  of  the  statu 
st^ction,  alteration,  or  acquisition  of  public  buildings,  pp.  H807, 


of  con- 
,835 


Fehmary  5,  1968 


CC  NGRESSIONAL  RECORD  —  HOUSE 


H789 


(B)  or  (C)  in  the  manner  provided  in  para- 
Waph  (b)  of  section  6  of  this  Act;  and'.” 

\Page  21,  line  17,  strike  out  “margin”  and 
in^t  “margin,”. 

PaSje  21,  line  17,  strike  out  “trade”  and 
InsertS^rades”. 

Page^i  line  2,  strike  out  “regulations”  and 
insert  “r^ulations,”. 

Page  23^ilnes  12  and  13,  strike  out  “or  the 
institution  V  any  proceeding  under  section 
9  a  of  this  Acv^ 

Page  24,  aften^lne  3,  insert 
“Sec.  28.  ThisNAct  shall  become  effective 
one  hundred  andNtwenty  days  after  enact¬ 
ment.”  \ 

The  SPEAKER  tempore.  Is  there 

objection  to  the  requrat  of  the  gentleman 
from  Texas?  \ 

There  was  no  objectio^ 

The  Senate  amendme^  were  con¬ 
curred  in.  \ 

A  motion  to  reconsider  was^id  on  the 
table.  \ 


PAYROLL  ALLOTMENTS  FOR 
CREDIT  UNIONS 

Mr.  SISK.  Mr.  Speaker,  by  direction  of 
the  Committee  on  Rules,  I  call  up  House 
Resolution  1048  and  ask  for  its  immedi¬ 
ate  consideration. 

The  Clerk  read  the  resolution,  as  fol¬ 
lows: 

H.  Res.  1048 

Resolved,,  That  upon  the  adoption  of  this 
resolution  it  shall  be  in  order  to  move  that 
the  House  resolve  itself  into  the  Committee 
of  the  Whole  Houtee  on  the  State  of  the 
Union  for  the  consideration  of  the  bill  (H.R. 
6157)  to  permit  Federal  employees  to  pur¬ 
chase  shares  of  Federal-  or  State-chartered 
credit  unions  through  voluntary  payroll  al¬ 
lotment.  After  general  debate,  which  shall 
be  confined  to  the  bill  and  shall  continue  not 
to  exceed  one  hour,  to  be  equally  divided 
and  controlled  by  the  chairman  and  ranking 
minority  member  of  the  Committee  on  Bank¬ 
ing  and  Currency,  the  bill  shall  be  read  for 
amendment  imder  the  five-minute  rule.  At 
the  conclusion  of  the  consideration  of  the 
bill  for  amendment,  the  Committee  shall  rise 
and  report  the  bill  to  the  House  with  such 
amendments  aS  may  have  been  adopted,  and 
the  previous  question  shall  be  considered  as 
ordered  on  the  bill  and  amendments  thereto 
to  final  passage  without  intervening  motion 
except  one  motion  to  recommit. 

The  SPEAKER  pro  tempore.  The  gen¬ 
tleman  from  California  [Mr.  Sisk!  is 
recognized  for  1  hour. 

Mr.  SISK.  Mr.  Speaker,  I  yield  30  min¬ 
utes  to  the  gentleman  from  Illinois  [Mr. 
Anderson]  pending  which  I  yield  myself 
such  time  as  I  may  consume. 

(Mr.  SISK  asked  and  was  given  per¬ 
mission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  SISK.  Mr.  Speaker,  House  Resolu¬ 
tion  1048  provides  an  open  rule  with  1 
hour  of  general  debate  for  consideration 
of  H.R.  6157  to  permit  Federal  employees 
to  purchase  shares  of  Federal — or  State- 
chartered  credit  unions  through  volun¬ 
tary  payroll  allotment. 

H.R.  6157  would  allow  Federal  em¬ 
ployees  to  save  at  their  credit  tmion 
through  a  system  of  payroll  savings 
plans.  The  bill  would  allow  each  Federal 
employee  who  belongs  to  a  State  or  fed¬ 
erally  chartered  credit  union  to  have  a 
portion  of  his  pay  deducted  for  savings 
purposes  and  sent  directly  to  the  credit 
union.  The  credit  union  shall  reimburse 
the  U.S.  Government  for  the  reasonable 
cost  of  making  such  allotment. 


The  Comptroller  General  of  the  United 
States  shall  issue  regulations  to  imple¬ 
ment  this  authority. 

Under  present  law,  the  head  of  each 
department  has  authority  to  authorize 
payroll  allotments  for  savings  bonds, 
contributions  to  the  combined  Federal 
campaign — charitable  contributions — 
union  dues,  and,  in  the  case  of  military 
personnel,  payment  for  shares  in  credit 
imions.  However,  credit  union  payroll 
deductions  are  not  allowed  presently  for 
Federal  employees. 

Under  the  terms  of  the  bill,  the  Fed¬ 
eral  Government  would  be  required  to 
make  payroll  savings  deductions  for 
shares  in  credit  imions  upon,  the  written 
request  of  a  Federal  employee. 

Mr.  Speaker,  I  urge  the  adoption  of 
House  Resolution  1048  in  order  that  H.R. 
6157  may  be  considered. 

Mr.  ANDERSON  of  Illinois.  Mr. 
Speaker,  I  yield  myself  such  time  as  I 
may  consume. 

(Mr.  ANDERSON  of  Illinois  asked  and 
was  given  permission  to  revise  and  ex¬ 
tend  his  remarks.) 

Mr.  ANDERSON  of  Illinois.  Mr. 
Speaker,  I  have  no  objection  to  the 
granting  of  the  rule  on  this  bill.  There 
are  no  minority  views. 

I  would  merely  add  to  what  has  been 
said  by  my  colleague  from  California 
that  I  did  happen  to  visit  with  the  Chair¬ 
man  of  the  Civil  Service  Commission, 
Mr.  Macy,  the  other  day  and  mentioned 
the  fact  that  this  legislation  would  soon 
be  before  the  House.  He  did  express, 
while  not  opposition,  perhaps  reserva¬ 
tion  about  the  further  extension  of  this 
principle  that  payroll  deductions  be  used 
for  a  variety  of  causes. 

As  I  understand  it,  this  legislation  is 
confined  to  the  purposes  stated;  namely, 
the  purchase  of  shares  in  Federal-  or 
State -chartered  credit  unions.  I  believe 
perlmps  during  the  discussion  of  the  bill 
it  might  be  in  order  to  ask  the  committee 
to  address  itself  to  that  particular  ques¬ 
tion,  as  to  whether  or  not  similar  re¬ 
quests  have  been  received  from  other  or¬ 
ganizations  to  permit  the  use  of  pasrroll 
deductions  as  a  means  of  enlisting  sup¬ 
port  of  Federal  employees;  and,  if  so, 
what  their  plans  are  with  respect  to  re¬ 
porting  out  further  bills  of  this  nature. 

Mr.  Speaker,  I  have  no  further  requests 
for  time. 

Mr.  SISK.  Mr.  Speaker,  I  move  the 
previous  question  on  the  resolution. 

The  previous  question  was  ordered. 

The  resolution  was  agreed  to. 

A  motion  to  reconsider  was  laid  on 
the  table. 

Mr.  PATMAN.  Mr.  Speaker,  I  move 
that  the  House  resolve  itself  into  the 
Committee  of  the  Whole  House  on  the 
State  of  the  Union  for  the  consideration 
of  the  bill  (H.R.  6157)  to  permit  Federal 
employees  to  purchase  shares  of  Federal- 
or  State-chartered  credit  unions  through 
voluntary  pasroll  allotment. 

The  SPEAKER  pro  tempore.  'The  ques¬ 
tion  is  on  the  motion  offered  by  the 
gentleman  from  Texas. 

The  motion  was  agreed  to. 

IN  THE  COMMITTEE  OP  THE  WHOLE 

Accordingly  the  House  resolved  itself 
into  the  Committee  of  the  Whole  House 
on  the  State  of  the  Union  for  the  con¬ 
sideration  of  the  bill  H.R.  6157,  with  Mrs. 
Green  of  Oregon  in  the  chair. 


The  Clerk  read  the  title  of  the  bill. 

By  unanimous  consent,  the  first  read¬ 
ing  of  the  bill  was  dispensed  with. 

The  CHAIRMAN.  Under  the  rule,  the 
gentleman  from  Texas  [Mr.  Patman]  will 
be  recognized  for  30  minutes,  and  the 
gentleman  from  New  Jersey  [Mr.  Wid- 
nall]  will  be  recognized  for  30  minutes. 

The  Chair  recognizes  the  gentleman 
from  Texas. 

Mr.  PATMAN.  Madam  Chairman,  I 
yield  myself  such  time  as  I  may  con¬ 
sume. 

(Mr.  PATMAN  asked  and  was  given 
permission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  PATMAN.  Madam  Chairman,  the 
legislation  before  the  House  today,  H.R. 
6157,  is  a  very  short  and  concise  bill.  The 
legislation  would  merely  allow  Federal 
employees  to  purchase  shares  of  Federal- 
or  State-chartered  credit  unions  through 
voluntary  payroll  allotments.  In  addi¬ 
tion,  the  bill  provides  that  the  Govern¬ 
ment’s  cost  of  handling  such  allotments 
shall  be  paid  by  the  credit  union  receiv¬ 
ing  the  allotment.  Your  committee  feels 
that  this  legislation  would  not  only  be 
of  benefit  to  Government  employees  but 
would  also  aid  the  Federal  Government. 
By  encouraging  regular  savings,  em¬ 
ployees  build  a  source  of  funds  to  meet 
emergencies  or  to  finance  large  pur¬ 
chases.  This  should  result  in  fewer  em¬ 
ployees  who  over  extend  themselves  and 
get  into  financial  trouble.  This,  in  turn, 
should  lead  to  a  more  productive  and 
stable  workforce  and  fewer  complaints 
to  the  Federal  Government  from  credi¬ 
tors  concerning  employees  in  financial 
difficulty. 

According  to  the  Bureau  of  the  Budget, 
48.8  percent  of  all  Government  employ¬ 
ees  are  in  grades  GS-1  to  GS-6.  This 
would  indicate  that  nearly  1  million 
Federal  employees  are  of  modest  means, 
clearly  requiring  access  to  credit  sources 
and  inducements  to  saving.  Thus,  H.R. 
6157  would  be  of  great  benefit  to  this 
large  group  of  Government  employees 
who,  when  financial  trouble  strikes,  often 
are  forced  to  borrow  at  high  interest 
rates,  thus  compounding  the  difficulty. 

Much  has  been  said  during  recent 
months  about  the  differences  in  salaries 
for  employees  of  private  companies  as 
opposed  to  those  working  for  the  Federal 
Government.  The  recently  enacted  pay 
raise  bill  was  designed  to  bring  Federal 
employee’s  pay  closer  to  that  of  em¬ 
ployees  in  private  industry.  Along  that 
line,  it  should  be  noted  that  payroll  al¬ 
lotments  for  share  purchases  in  credit 
unions  are  commonplace  in  private  in¬ 
dustry,  and  H.R.  6157  would  merely  ex¬ 
tend  that  privilege  to  government  em¬ 
ployees,  thus  taking  another  step  toward 
placing  Federal  employees  on  a  par  with 
those  in  private  industry  as  far  as  salary 
and  benefits  are  concerned. 

The  Treasury  Department  opposes  H.R. 
6157  primarily  on  the  grounds  that  the 
enactment  of  this  legislation  would  place 
credit  unions  in  direct  competition  with 
the  Government  savings  bond  program 
and  could  reduce  the  volume  of  savings 
bonds  purchased  by  Federal  employees. 
Your  committee  notes  that  the  Treasury 
Department’s  opposition  is  based  on  con- 
jectm’e  and  not  on  an  experienced  fac¬ 
tor.  For  instance,  servicemen  are  allowed 
payroll  deduction  allotment  privileges 
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for  credit  unkm  share  purchases,  but  at 
the  same  time,  our  servicemen  are  among 
the  gi'eatest  volume  pm’chasers  of  sav¬ 
ings  bonds. 

Perhaps  one  of  the  most  dramatic 
arguments  to  show  that  payroll  deduc¬ 
tion  plans  do  not  effect  bond  sales  oc¬ 
curred  recently  at  Bergstrom  Air  Force 
Base  in  Texas.  On  January  11,  President 
Johnson  presented  the  base  a  Minute 
Man  flag  in  recognition  of  the  fact  that 
more  than  90  percent  of  the  command 
had  bought  savings  bonds  in  1967.  The 
Minute  Man  flag  is  a  Treasury  Depart¬ 
ment  award  given  to  governmental  and 
private  organizations  for  outstanding 
savings  bond  participation.  It  should  be 
pointed  out  that  military  personnel  at 
Bergstrom  Air  Force  Base,  like  service¬ 
men  the  world  over,  are  eligible  for  pay¬ 
roll  allotments  to  credit  unions.  A  check 
of  the  credit  union  at  Bergstrom  revealed 
that  of  its  6,000  members,  3,000  or  50 
percent  had  payroll  deduction  allotments 
going  to  the  credit  union.  Thus,  while 
50  percent  of  the  credit  union  members 
had  payroll  deductions,  the  base,  as  a 
whole,  had  a  90-percent  participation  in 
the  savings  bond  program.  I  think  this 
example  clearly  refutes  the  Treasury’s 
argiunent  that  passage  of  this  bill  would 
haiTO  bond  sales,  particularly  since  it 
was  the  Treasury  Department  that  se¬ 
lected  Bergstrom  for  the  award. 

In  private  industry  it  has  been  proven 
that  payroll  deduction  plans  do  not  hurt 
bond  sales.  For  example,  80  percent  of 
the  employees  of  a  major  aircraft  cor¬ 
poration  have  credit  union  payroll  de¬ 
ductions  but  99  percent  have  savings 
bond  deductions. 

One  of  the  problems  in  the  connection 
of  series  E  bonds  is  that  of  early  re¬ 
demption.  According  to  Treasury  figures, 
more  than  1  out  of  every  3  series  E  bonds 
sold  during  1965  was  cashed  in  during 
the  first  year.  The  Federal  Government 
only  gains  maximum  advantages  from 
the  sale  of  savings  bonds  when  they  are 
held  to  maturity.  While  the  Government 
does  receive  some  financial  assistance 
through  bonds  that  are  cashed  in  after 
being  held  for  oifly  a  short  time,  it  is 
felt  that  the  paperwork  involved  in 
handling  the  bond  transactions  would 
offset  the  financial  benefits  accrued  dur¬ 
ing  the  brief  period.  Clearly  then,  there 
is  not  Miough  to  promote  bond  sales  if 
bonds  are  not  to  be  held  for  a  sufficient 
length  of  time  to  provide  benefits  to  the 
Government. 

Your  committee  feels  that  by  authoriz¬ 
ing  credit  union  payroll  deductions  for 
Federal  employees  that  the  problem  of 
early  redemption  on  savings  bonds  can 
be  alleviated  to  a  certain  extent. 

Systematic  savings  in  credit  unions 
would  provide  Federal  employees  with 
funds  to  meet  short-term  needs.  Under 
this  legislation,  the  employees  who  au¬ 
tomatically  add  to  their  regular  savings 
accoimt  in  their  credit  union  build  a 
source  of  funds  for  consumer  goods  pur¬ 
chases  or  for  emergency  situations.  He 
would  not  have  to  redeem  his  bonds  for 
such  pvuchases  and  because  of  this,  the 
possibility  that  he  would  hold  his  bonds 
to  maturity  would  be  greatly  increased. 
In  addition,  Mr.  Chairman,  your  com- 
rnittee  feels  that  passage  of  this  legisla¬ 
tion  would  promote  great  savings  which 


could  be  an  effective  and  painless  way  of 
fighting  inflation. 

In  closing.  Madam  Chairman,  I  would 
like  to  once  again  point  ‘  out  that  the 
credit  unions,  as  they  have  in  the  past, 
are  once  again  willing  to  pay  their  own 
way  and  will  reimburse  the  Government 
for  any  costs  incurred  in  processing  the 
allotments. 

It  has  been  suggested  by  some  Mem¬ 
bers  of  this  body  that  every  bill  that  is 
introduced  should  also  be  accompanied 
by  a  statement  outlining  the  cost  to  the 
Government  that  would  be  Incurred  after 
the  legislation  was  passed.  That  task  is 
an  extremely  easy  one  for  H.R.  6157. 

Since  the  legislation  provides  that  the 
credit  unions  will  reimburse  the  Govern¬ 
ment  for  the  cost  of  allotment  process¬ 
ing,  the  financial  cost  to  the  Government 
of  this  legislation  is  zero,  while  the  bene¬ 
fits  that  the  Government  will  receive  can 
never  be  fuUy  measured  in  dollars  and 
cents. 

Madam  Chairman,  I  yield  to  the  gen¬ 
tlewoman  from  Missouri  such  time  as 
she  may  consume. 

Mrs.  SULLIVAN.  Madam  Chairman,  I 
want  to  compliment  the  gentleman  from 
Texas,  the  chairman  of  the  Committee 
on  Banking  and  Currency,  for  bringing 
this  bill  to  the  floor  of  the  House  at  this 
time.  It  is  a  good  bill  and  should  pass 
without  any  difficulty.  The  witnesses 
who  testified  before  our  committee  in 
behalf  of  the  bill  gave  good  and  convinc¬ 
ing  reasons  as  to  why  the  bill  should  be 
considered  favorably. 

The  credit  unions  were  in  the  fore¬ 
front  of  the  battle  for  the  Consumer 
Credit  Protection  Act  which  we  passed 
in  the  House  last  week — ^they  favored 
truth-in-lendmg  legislation  from  the 
very  beginning,  when  Senator  Douglas 
first  introduced  the  bill  8  years  ago. 

The  credit  union  people  were  excellent 
witnesses  before  my  Subcommittee  on 
Consumer  Affairs  during  our  hearings 
on  H.R.  11601,  and  pointed  out  the  rea¬ 
sons  why  even  the  credit  unions  had  to 
disguise  the  armual  percentage  rate  of 
their  interest  or  finance  charges  on  loans, 
and  use  a  monthly  rate  instead.  As  long 
as  these  rates  are  described  in  confus¬ 
ing  terminology,  the  12-percent  rate  of 
the  credit  unions — a  very  low  rate  com¬ 
pared  to  most  other  lenders — actually 
sounded  very  high.  So  even  though  they 
wanted  to  give  the  true  rate,  the  confu¬ 
sion  among  consmners  as  to  the  meaning 
of  the  various  rates  cited  by  other  types 
of  lenders  forced  the  credit  unions  to  use 
monthly  rates  instead  of  annual  rates. 
I  appreciatid  their  candor  and  their 
willingness  to  change  their  procedures 
to  conform  to  HJL  11601. 

Chairman  Patman  freqwntly  says  that 
next  to  the  church,  the  credit  union  is 
the  most  Important  voluntary  organiza¬ 
tion  to  which  a  citizen  can  belong.  He 
has  been  instrumental  in  the  passage  of 
many  credit  union  bills,  of  which  this  is 
the  latest.  I  urge  its  passage. 

(Mrs.  SULLIVAN  asked  and  was  given 
permission  to  revise  and  extend  her  re¬ 
marks.) 

Mr.  PATMAN.  Madam  Chairman,  I 
yield  such  time  as  he  may  consume  to 
the  gentleman  from  Rhode  Island  [Mr. 
St  Germain]. 
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(Mr.  ST  GERMAIN  asked  and  was 
given  permission  to  revise  and  extend 
his  remarks.) 

Mr.  ST  GERMAIN.  Madam  Chairman, 
I  rise  in  strong  support  of  H.R.  6157. 

I  have  long  supported  legislation  to 
provide  payroll  deductions  for  Federal 
employees  belonging  to  credit  unions 
and,  in  fact,  during  the  89th  Congress 
introduced  legislation  designed  to  ac¬ 
complish  that  purpose. 

When  credit  union  representatives  ap¬ 
peared  before  the  Banking  and  Currency 
Committee  to  testify  on  H.R.  6157,  they 
made  a  strong  case  for  its  enactment, 
and  I  must  reject  the  Treasury  Depart¬ 
ment’s  argument  that  enactment  of  this 
legislation  would  hinder  bond  sales. 

It  has  repeatedly  been  shown  that  on 
military  installations  where  a  credit 
union  is  in  operation,  bond  sales  are  not 
in  the  least  affected  because  of  payroll 
deductions  for  the  purchase  of  credit 
union  shares.  We  have  long  allowed  pay¬ 
roll  deductions  for  credit  union  share 
purchases  by  our  Armed  Forces  per¬ 
sonnel.  Yet,  our  servicemen  and  women 
as  a  class  are  the  largest  purchasers  of 
savings  bonds.  Such  a  fact  not  only  dis¬ 
proves  the  Treasury  Department’s  argu¬ 
ment  that  passage  of  this  legislation  will 
hurt  bond  sales,  but  in  reality,  may 
actually  mean  that  passage  of  this  legis¬ 
lation  will  help  bond  sales  since  Federal 
employees  will  now  be  able  to  save  for 
emergency  needs  at  the  credit  union 
through  a  painess  withholding  program 
and  through  the  educational  process  of 
savings  will  be,  I  feel,  favorably  inclined 
to  make  additional  investments  in  sav¬ 
ings  bonds  which  are  designed  as  long- 
teim  savings  instruments. 

Madam  Chairman,  there  are  more 
credit  unions,  nearly  23,000,  than  all 
other  financial  institutions  combined. 
Credit  unions  have  established  a  re¬ 
markable  record  of  safeguarding  their 
members’  funds  so  there  could  be  no 
doubt  that  these  institutions  are  well 
managed  and  a  safe  place  to  save. 

Because  of  this,  I  feel  it  is  important 
that  Federal  employees  be  allowed  to 
make  automatic  payroll  deductions  for 
share  purchases  in  credit  unions.  Credit 
unions  have  played  a  great  part  in  eco¬ 
nomic  history  of  our  coimtry  and  in  the 
recent  tight  money  situation  have  proven 
to  be  one  of  the  most  stable  members  of 
the  financial  community.  I,  therefore, 
urge  the  unanimous  approval  of  H.R. 
6157. 

Mr.  PATMAN.  Madam  Chairman,  I 
yield  such  time  as  he  may  consume  to 
the  gentleman  from  Hawaii  [Mr.  Mat- 
sun  agaI. 

(Mr.  MATSUNAGA  asked  and  was 
given  pemiisslon  to  revise  and  extend 
his  remarks.) 

Mr.  MATSUNAGA.  Madam  Cfiiairman, 
as  the  introducer  of  an  essentially  simi¬ 
lar  bill,  H.R.  4256,  I  rise  in  support  of 
H.R.  6157,  which  would  allow  Federal 
employees  to  save  at  their  credit  unions 
through  voluntary  payroll  allotment. 

The  bill  we  are  considering  would 
allow  each  Federal  employee  who  be¬ 
longs  to  a  Federal-  or  State-chartered 
credit  union  to  have  a  designated 
amount  deducted  from  his  pay  for  sav¬ 
ings  purposes  and  sent  directly  to  the 
credit  union.  The  credit  imion  involved 
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would  reimburse  the  U.S.  Government 
for  the  reason  able  cost  of  making  such 
allotments. 

We  ought  to  support  this  legislation 
for  several  very  sound  reasons.  In  the 
first  place,  the  bill  would  provide  an  in¬ 
ducement  to  save  for  an  estimated  1  mil- 
hon  Federal  employees  of  modest  means. 
It  would  encourage  this  large  group  of 
citizens  to  save  systematically  for  a 
“rainy  day,”  which  often  brings  finan¬ 
cial  disaster  because  of  their  lack  of 
planning.  Credit  union  savings  would 
provide  these  employees  with  a  ready 
source  of  funds  in  an  emergency,  and 
remove  the  necessity  of  borrowing  at 
high  interest  rates.  This  removal  of 
earnings  from  current  spending  would 
also  help  to  reduce  inflationary  pres¬ 
sures. 

Another  justification  for  the  enact¬ 
ment  of  this  bill  is  that  it  would  increase 
the  effectiveness  of  the  U.S.  savings  bond 
program.  Treasury  Department  figures 
indicate  that  an  unusually  large  number 
of  U.S.  savings  bonds  are  redeemed 
within  1  year  of  the  date  of  purchase. 
Clearly,  the  holders  of  these  bonds  did 
not  have  the  needed  cash  fund  for  their 
short  term  needs.  By  creating  such  a 
fund  through  the  payroll  allotment  pro¬ 
vided  in  this  bill,  the  Federal  employee 
would  find  it  possible  to  hold  his  Gov¬ 
ernment  bonds  to  maturity.  I  think  that 
the  benefits  realized  by  both  the  Gov¬ 
ernment  and  the  employee  are  self- 
evident  when  the  employee  holds  his 
Government  savings  bonds  to  maturity. 

Madam  Chairman,  I  do  not  believe, 
as  some  seem  to  fear,  that  payroll  allot¬ 
ments  for  credit  unions  would  supplant 
the  Government  savings  bond  program. 
The  employees  who  do  not  need  the 
ready  cash  fund  that  this  bin  would 
make  possible  would  continue  to  buy 
Government  savings  bonds  as  a  long¬ 
term  investment.  At  the  same  time,  as 
I  have  pointed  out,  this  legislation  would 
satisfy  a  need  among  our  Government 
employees  who  may  be  using  the  Gov¬ 
ernment  savings  bond  program  for  a 
purpose  that  could  be  better  served  by  a 
ready  cash  account. 

I  mge  a  favorable  vote  for  H.R.  6157. 

Mr.  PATMAN.  Madam  Chairman,  I 
yield  such  time  as  he  may  consume  to 
the  gentleman  from  Texas  [Mr.  Gon¬ 
zalez]. 

(Mr.  GONZALEZ  asked  and  was  given 
permission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  GONZALEZ.  Thank  you,  Mr. 
Chairman,  for  yielding  me  this  time. 

I  supported  this  bill  in  committee,  and 
I  wish  to  congratulate  the  chairman,  our 
illustrious  fellow  Texan,  for  this  legis¬ 
lation. 

Madam  Chairman,  the  legislation  be¬ 
fore  the  House  today,  H.R.  6157,  will  cor¬ 
rect  a  deficiency  that  has  existed  in  our 
Federal  Government  for  a  long  time. 

Servicemen  have  long  been  able  to 
make  payroll  allotments  for  credit  union 
share  purchases,  but  civilian  personnel 
working  side  by  side  with  our  servicemen 
have  been  denied  this  privilege.  Not  only 
have  the  civilian  workers  seen  the  allot¬ 
ment  privileges  available  to  servicemen 
but  they  know  that  thoiisands  of  private 
employers  grant  allotment  privileges  to 
their  employees.  Thus,  the  Federal  civil¬ 


ian  employees  must  suffer  while  others 
are  granted  what  might  best  be  termed 
“privileged  privileges.” 

It  should  be  noted  that  the  Civil  Serv¬ 
ice  Commission  could,  by  regulation,  al¬ 
low  Federal  employees  to  have  payroll 
deductions  for  credit  union  share  pur¬ 
chases  but  has  refused  to  grant  this 
privilege.  Even  when  the  credit  unions 
offered  to  pay  for  the  processing  of  the 
allotments,  the  Civil  Service  Commis¬ 
sion  still  refused  the  request.  I  sincerely 
hope  that  the  Civil  Service  Commission 
will  carefully  review  all  of  its  policies  to 
see  that  there  are  none  that  unfairly 
discriminate  against  Federal  employees 
as  has  the  one  before  the  House  today. 

The  story  of  credit  unions  is  the  story 
of  success.  Thousands  of  people  who  have 
never  before  saved  a  penny,  have  found 
that  after  being  exposed  to  their  credit 
union,  that  for  the  first  time  they  have 
begun  saving  funds.  H.R.  6157  merely 
makes  it  easier  for  Federal  employees  to 
accomplish  savings. 

A  program  of  systematic  savings  will 
not  only  benefit  the  individual  saver,  but 
will  have  a  beneficial  effect  on  the  opera¬ 
tion  of  the  Federal  Government.  It  has 
been  proven  time  and  again  that  employ¬ 
ees  with  savings  accounts  suffer  far  fewer 
financial  problems  than  those  who  have 
no  savings  accounts  and  must  borrow  to 
meet  financial  difficulties.  Thus,  passage 
of  this  legislation  should  greatly  decrease 
the  number  of  complaints  that  the  Fed¬ 
eral  Government  receives  concerning 
employees  who  are  in  financial  difficulty. 

In  closing,  I  would  like  to  point  out 
that  the  credit  union  movement  has  al¬ 
ways  prided  itself  on  paying  its  own  way, 
even  to  the  extent  of  paying  the  entire 
cost  of  the  operation  of  the  Bureau  of 
Federal  Credit  Unions,  the  agency  which 
regulates  and  supervises  Federal  credit 
unions. 

It  is  in  that  credit  union  tradition  that 
H.R.  6157  has  been  drafted,  with  credit 
unions  paying  the  full  cost  of  this  legis¬ 
lation.  I  know  that  my  colleagues  will 
pass  this  legislation  vmanimously  with 
the  tribute  of  the  outstanding  work  of 
our  Nation’s  credit  unions. 

Mr.  DEL  CLAWSON.  Madam  Chair¬ 
man,  I  yield  such  time  as  he  may  con¬ 
sume  to  the  gentleman  from  Utah  [Mr. 
Lloyd]. 

(Mr.  LLOYD  asked  and  was  given 
permission  to  revise  and  extend  his 
remarks.) 

Mr.  LLOYD.  Madam  Chairman,  I 
merely  rise  because  I  think  it  is  impor¬ 
tant  that  a  few  facts  concerning  this 
legislation  be  brought  out. 

The  Department  of  the  Treasury  ob¬ 
jected  to  this  legislation  before  the 
committee,  according  to  my  reading  of 
the  hearings,  on  two  grounds.  One  is 
that  it  would  compete  with  the  sale  of 
savings  bonds.  Second,  it  would  unduly 
complicate  the  Federal  payroll  system. 

The  chairman  of  the  committee  has 
stated,  as  I  understood  it,  that  the  Treas¬ 
ury  in  effect  has  withdrawn  its  objec¬ 
tions.  If  that  is  true,  this  is  something 
I  did  not  know  anything  about,  but  I 
wiU  accept  the  chairman’s  statement  on 
that,  naturally. 

Mr.  PATMAN.  Madam  Chairman,  will 
the  gentleman  yield? 


Mr.  LLOYD.  I  yield  to  the  chairman  of 
the  committee. 

Mr.  PATMAN.  I  believe  the  gentleman 
misimderstood  me  about  their  withdraw¬ 
ing  their  objections.  I  did  not  intend  to 
say  that.  I  said  that  there  was  no  need 
for  further  objection  from  the  Treasury 
because  the  credit  union  will  pay  all  of 
the  cost,  and  it  is  written  into  the  bill 
itself. 

Mr.  LLOYD.  I  thank  the  chairman  for 
his  explanation  of  it.  It  is  my  under¬ 
standing,  then,  that  they,  the  Treasury 
Department,  have  not  withdrawn  their 
objection. 

The  other  body  has  had  this  legisla¬ 
tion  under  consideration,  and  they  have 
passed  a  bill  on  it.  The  legislation  that 
passed  the  other  body  recognizes  deduc¬ 
tions  not  only  for  the  purpose  of  pur¬ 
chasing  shares  in  credit  unions  but  also 
recognizes  deductions  for  deposit  or  for 
savings  in  other  financial  institutions.  I 
think  the  Members  of  the  House  should 
recognize  in  the  legislation  before  us  to¬ 
day  that  the  only  deduction  that  is  rec¬ 
ognized  is  the  deduction  for  Federal  em¬ 
ployees  for  Federal  credit  unions  and  not 
deductions  for  other  financial  institu¬ 
tions.  And,  to  that  extent,  we  are  plow¬ 
ing  new  ground  and  establishing  a  new 
precedent. 

Now,  this  is  not  an  apprehension  ap¬ 
parently  that  has  bothered  the  mem¬ 
bers  of  the  Committee  on  Banking  and 
Currency,  meeting  in  a  hearing  and  ex- 
evutive  committee  on  the  morning  of 
November  1,  which  meeting  I  was  unable 
to  attend.  It  is  not  an  apprehension,  ap¬ 
parently,  that  has  bothered  the  various 
Members  of  this  House  of  Representa¬ 
tives. 

So,  Madam  Chairman,  I  am  not  go¬ 
ing  to  make  any  further  issue  out  of  it, 
except  to  state  that  I  think  these  are 
considerations  which  should  come  before 
the  House  in  passing  legislation  estab¬ 
lishing  a  precedent  of  this  kind. 

Mr.  DEL  CLAWSON.  Madam  Chair¬ 
man,  I  yield  such  time  as  he  may  con¬ 
sume  to  the  gentleman  from  Iowa  [Mr. 
Gross.] 

(Mr.  GROSS  asked  and  was  given  per¬ 
mission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  GROSS.  Madam  Chairman,  I 
would  like  to  ask  the  gentleman  from 
Texas,  in  an  effort  to  satisfy  the  appre¬ 
hension  as  expressed  by  the  gentleman 
from  Illinois  [Mr.  Anderson],  whether 
the  Committee  on  Banking  and  Currency 
has  applications  from  others  for  payroll 
deductions  of  any  kind  or  nature  at  this 
time,  and  whether  the  committee  expects 
to  entertain  further  legislation  on  this 
subject? 

I  share  the  apprehension  that  the 
House  of  Representatives  will  be  called 
upon  to  provide  for  additional  deduc¬ 
tions  from  paychecks. 

I  think  it  ought  to  be  limited  to  the 
proposition  we  have  here  today,  and  we 
ought  to  have  assurance  that  the  com¬ 
mittee  is  not  about  to  come  in  with  leg¬ 
islation  for  other  payroll  deductions. 

Mr.  PATMAN.  Madam  Chairman,  will 
the  gentleman  yield? 

Mr.  GROSS.  Yes,  I  yield  to  the  gentle¬ 
man  from  Texas. 

Mr.  PATMAN.  Madam  Chairman,  I 
will  state  to  the  gentleman  from  Iowa — 
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and  I  believe  it  is  pretty  well  known— 
that  when  this  bill  goes  to  the  other 
body  an  effort  will  be  made  to  put  on 
savings  and  loan  associations,  commer¬ 
cial  banks,  and  mutual  savings  banks. 
Then  the  question  will  come  back  to  the 
House  of  Representatives  for  its  consid¬ 
eration.  I  know  the  question  will  be  up 
for  consideration,  but  in  so  long  as  the 
institutions  themselves  pay  the  entire 
cost  of  this  operation  and  the  develop¬ 
ment  thereof,  without  question,  I  do  not 
believe  there  should  be  any  difficulty. 

We  are  not  binding  any  other  financial 
institution.  We  are  not  opposing  any 
other  financial  institution.  And,  if  the 
facts  and  circumstances  are  practically 
the  same,  the  credit  unions  will  probably 
go  through  the  other  body  as  part  of  this 
legislation. 

Mr.  GROSS.  Is  the  gentleman  from 
Texas  saying  in  response  to  my  question 
that  he  is  wfiling  to  go  to  conference 
with  the  other  body  and  agree  to  other 
payroll  deductions,  for  instance,  for 
banks,  savings  and  loan  associations, 
mutual  savings  and  loan  operations? 

Mr.  PATMAN.  Madam  Chairman,  if 
the  gentleman  will  yield,  no,  I  have  never 
made  an  agreement  like  that.  With  ref¬ 
erence  to  savings  and  loan  Institutions, 
we  cannot  imder  the  rules  of  the  House 
make  an  agreement  like  that  without 
abrogating  the  theory  of  a  free  confer¬ 
ence. 

Mr.  GROSS.  What  is  the  gentleman’s 
suggestion? 

Mr.  PATMAN.  Madam  Chairman,  if 
the  gentleman  will  yield  further,  when 
you  have  a  free  conference  you  are  not 
supposed  to  be  tied  down  by  specific 
commitment.  But  these  are  the  institu¬ 
tions — these  three — commercial  banks, 
savings  and  loan  institutions,  and  mu¬ 
tual  savings  and  loan  institutions. 
Therefore,  perhaps  we  should  give  them 
the  same  rights  and  privileges  and  then 
when  the  question  comes  back  to  the 
House  of  Representatives  it  will  be 
settled  right  here,  or  if  not  settled  here, 
it  will  be  settled  in  conference. 

Mr.  GROSS.  What  is  the  gentleman’s 
personal  position  in  the  matter? 

Mr.  PATMAN.  My  personal  position  is 
to  take  a  look  at  it,  if  and  when  it  hap¬ 
pens. 

Mr.  GROSS.  Some  of  us  would  like  an 
answer  from  the  gentleman  at  this  time 
in  the  matter  of  how  much  further  he  is 
prepared  to  go  in  authoilzing  deductions 
from  Federal  employees’  pay  checks. 

Mr.  PATMAN.  May  I  say  to  the  gen¬ 
tleman  from  Iowa  that  I  have  a  high 
regard  for  the  gentleman.  I  know  the 
gentleman  is  doing  this  in  the  public  in¬ 
terest  and  he  is  very  sincere  about  it. 
However,  I  could  not  say  anything  else 
vdth  reference  to  the  matter.  I  could  not 
give  to  the  gentleman  in  advance  what 
will  ultimately  happen  in  the  conference, 
because  if  I  did  so  I  could  not  serve  on 
the  conference. 

You  see,  you  have  got  to  have  a  free 
conference,  and  you  cannot  have  a  free 
•conference  if  the  members  are  com¬ 
mitted  in  advance. 

Mr.  CLAWSON.  Madam  Chair¬ 
man,  I  yield  1  minute  to  the  gentleman 
from  Michigan  [Mr.  Hutchinson]. 

Mr.  HUTCHINSON.  Madam  Chair¬ 
man,  I  take  this  tune  simply  to  raise 


this  one  question  which  is  in  my  mind, 
v'hich  is  this.  I  understand  that  the 
credit  union  people  are  agreeable  to  pay¬ 
ing  the  entire  cost  of  the  administration 
of  this  payroll  deduction  plan,  but  I 
would  like  to  ask:  What  is  the  capacity 
of  the  machinery  in  the  Government  to 
handle  these  various  accounts?  Are  we 
going  to  have  to  end  up  having  to  in¬ 
vest  in  more  and  bigger  machinery,  ma¬ 
chinery  having  a  lot  more  columns  in 
it  in  order  to  accommodate  these  plans? 

Mr.  PA'TMAN.  The  extra  expenditure 
is  not  contemplated,  and  that  question 
was  not  even  raised.  The  amount  of  work 
involved  will  be  so  small  in  comparison 
with  the  ability  of  the  machines  to  carry 
it  forward  that  it  is  not  a  serious  ques¬ 
tion. 

Mr.  HUTCHINSON.  The  gentleman 
says  that  this  is  not  a  serious  question, 
but  I  for  one  have  known  many  instances 
where  it  was  necessary  to  acquire  bigger 
machines  with  more  columns  in  them 
in  order  to  take  care  of  some  additional 
items. 

However,  I  thank  the  gentleman  for  his 
answer. 

Mr.  DEL  CLAWSON.  Madam  Chair¬ 
man,  I  have  no  further  requests  for  time. 

Mr.  PATMAN.  Madam  Chairman,  I 
have  no  further  requests  for  time. 

The  CHAIRMAN.  The  Clerk  will  read. 

The  Clerk  read  as  follows: 

Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled.  That  section 
25  of  the  Federal  Credit  Union  Act  (12  U.S.C. 
1770)  is  amended  (1)  by  inserting  “(a)"  im¬ 
mediately  after  “Sec.  25”  and  (2)  by  adding 
at  the  end  thereof  the  following  new  sub¬ 
section: 

“(b)  Any  Federal  employee  who  is  a  mem¬ 
ber  of  any  credit  union  that  has  a  common 
bond  consisting  of  Federal  employees  and 
members  of  their  families  shall  have  the 
right  to  have  payment  on  shares  in  the  credit 
union  made  by  allotment  from  his  salary  in 
such  amount  and  at  such  times  as  the  em¬ 
ployee  may  from  time  to  tune  request  in 
writing.  The  credit  union  shall  reimburse  the 
United  States  Government  for  the  reason¬ 
able  cost  of  making  such  allotment. 

“The  Comptroller  General  of  the  United 
States  shall  issue  regulations  to  implement 
this  authority. 

“In  this  subsection,  ‘Federal  employee’ 
means  any  person  employed  by  any  depart¬ 
ment,  agency,  independent  establishment, 
board,  office,  commission,  or  other  establish¬ 
ment  in  the  executive,  legislative,  or  Judicial 
branch  of  the  Government,  any  wholly  owned 
or  controlled  Government  corporation,  and 
the  mimicipal  government  of  the  District  of 
Columbia.” 

The  CHAIRMAN.  Under  the  rule,  the 
Committee  rises. 

Accordingly  the  Committee  rose;  and 
the  Speaker  pro  tempore  (Mr.  Albert) 
having  assumed  the  chair,  Mrs.  Green 
of  Oregon,  CTiairman  of  the  Committee 
of  the  Whole  House  on  the  State  of  the 
Union,  reported  that  that  Committee 
having  had  imder  consideration  the  bill 
(H.R.  6157)  to  permit  Federal  employees 
to  purchase  shares  of  Federal-  or  State- 
chartered  credit  unions  through  volun¬ 
tary  payroll  allotment,  pursuant  to  House 
Resolution  1048,  she  reported  the  bill 
back  to  the  House. 

The  SPEAKER  pro  tempore  (Mr. 
Albert).  Under  the  rule,  the  previous 
question  is  ordered. 
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The  question  is  on  the  engrossment 
and  third  reading  of  the  bill. 

The  bill  was  ordered  to  be  engrossed 
and  read  a  third  time,  and  was  read  the 
third  time. 

The  SPEAKER  pro  tempore.  TTie  ques¬ 
tion  is  on  the  passage  of  the  bill. 

The  bill  was  passed. 

A  motion  to  reconsider  was  laid  on 
the  table. 


GENERAL  LEAVE  TO  EXTEND 

Mr.  PATMAN.  Mr.  Speaker,  I  ask 
unanimous  consent  that  all  Members 
may  have  5  legislative  days  in  which  to 
revise  and  extend  their  remarks  on  the 
bill  just  passed,  and  to  include  extra¬ 
neous  material. 

The  SPEAKER  pro  tempore.  Is  there 
objection  to  the  request  of  the  gentleman 
from  Texas? 

There  was  no  objection. 


DEMONSTRATIONS  IN  THE 
NATION’S  CAPITAL 

(Mr.  DORN  asked  and  was  given  per¬ 
mission  to  address  the  House  for  1  minute 
and  to  revise  and  extend  his  remarks.) 

Mr.  DORN.  Mr.  Speaker,  today  the 
peace  demonstrators  are  back  in  Wash¬ 
ington  again.  No  doubt  they  will  continue 
as  in  the  past  to  falsely  charge  the  United 
States  with  war  crimes  and  escalation 
of  the  war  in  South  Vietnam  thus  echo¬ 
ing  the  charges  of  crimes  from  Hanoi  and 
Peking.  This  peace  demonstration  rally 
coincides  with  escalation  of  the  Vietnam 
war  by  the  Communist  aggressor.  This 
demonstration  comes  at  a  time  when 
Communist  terror,  infiltration,  murder, 
and  sabotage  reached  an  unprecedented 
scale  of  escalation  in  South  Vietnam — 
Communist  attacks  on  women  and  chil¬ 
dren  with  150,000  homeless. 

This  is  the  Communists’  answer  to  the 
doves  of  peace  and  those  who  extend 
the  olive  branch.  Escalation  and  murder 
is  the  Communists  answer  to  our  repeat¬ 
ed  offers  of  negotiation.  Every  sincere 
iOffer  of  peace  by  our  Government  has 
^^t  with  an  emphatic  “No”  and  more 
agression  and  terror  by  the  Commu¬ 
nis^. 

Tne  peace  demonstrators  here  have 
had  tneir  answer  time  and  again  from 
Hanoi,  l^nol  does  not  now  want  peace. 
It  is  hignSitime  the  peace  demonstrators 
go  home  and  promote  unity  in  our  coun¬ 
try  for  our>men  fighting  ruthless  ag¬ 
gression.  The  i^ace  demonstrators  who 
really  desire  p^ce  have  come  to  the 
wrong  place  at  tne  wrong  time.  No  dem¬ 
onstration  has  ev^been  more  ill  timed 
and  ill  conceived,  ^ggression  is  not 
spawned  in  Washington,  but  in  Hanoi 
and  Peking.  We  will  have  peace  in  South 
Vietnam  when  the  agg^ssor  returns 
home.  There  will  be  peace'when  he  de- 
escalates  his  aggressive  esca!^ation. 

Mr.  Speaker,  this  Nation  isSn  war.  It 
is  high  time  for  all  of  the  AmeiWn  peo¬ 
ple  to  tighten  their  belts  and  exert  every 
effort  to  support  our  men  fightiiw  for 
freedom.  We  as  a  nation  should  g\on 
wartime  footing,  make  the  necessary  s^- 
rifices,  win  the  war,  and  secure  the  pea^ 
for  little  nations  who  oppose  stark  ruth¬ 
less  aggression.  The  card  burner,  flag 
burner,  and  peace  demonstrator  is  point- 
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AN  ACT 

To  permit  Eederal  employees  to  purchase  shares  of  Federal-  or 
State-chartered  credit  unions  through  voluntary  payroll 
allotment. 

1  Be  it  enacted  hy  the  Senate  and  House  of  Representa- 

2  tives  of  the  United  States  of  America  in  Congress  assembled, 

3  That  section  25  of  the  Federal  Credit  Union  Act  (12  U.S.C. 

4  1770)  is  amended  (1)  by  inserting  ‘'(a)”  immediately 

5  after  “Sec.  25”  and  (2)  hy  adding  at  the  end  thereof  the 

6  following  new  subsection: 

7  “(b)  Any  Federal  employee  Avho  is  a  member  of  any 

8  credit  union  that  has  a  common  bond  consisting  of  Federal 

9  employees  and  members  of  their  families  shall  have  the 
10  right  to  have  payment  on  shares  in  the  credit  union  made 
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by  allotment  from  his  salary  in  such  amount  and  at  such 
times  as  the  employee  may  from  time  to  time  request  in 
writing.  The  credit  union  shall  reimburse  the  United  States 

o 

Government  for  the  reasonable  cost  of  making  such  allot¬ 
ment. 

‘‘The  Comptroller  General  of  the  United  States  shall 
issue  regulations  to  implement  this  authority. 

“In  this  subsection,  ‘Federal  employee’  means  any  per¬ 
son  employed  by  any  department,  agency,  independent 
estal)lishnient,  board,  office,  commission,  or  other  establish¬ 
ment  in  the  executive,  legislative,  or  judicial  branch  of 
the  Government,  any  wholly  owned  or  controlled  Govern¬ 
ment  corporation,  and  the  municipal  government  of  the 
District  of  Columbia.” 

Passed  the  House  of  Representatives  February  5,  1968. 

Attest:  W.  PAT  JENNINGS, 

Clerk, 
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13\gRAINS„  Sen„  Jordan  announced  hearings  have  been  scheduled  for  Mon.,  June  17. 
)n  S.  272,  S«  2069,  and  Ho  R.  15794,  the  grain  inspection  billso  p.  S6997 


14.  CREDIT  UNION.  The  Banking  and  Currency  Committee  voted  to  report  (but  did  not 
actually  report)  {4-» — Rn — 14907  to  amend. -thQ  Fodoral  ■Crodi t  Union  Aot  (amended 
SeS — to  inc.orporQto  toKto  of  Su — 3003 ■3214;-  and — 3395 ; — bills  all 
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6157, 


proposaiing 


,  to  authorize  payroll  savings  deductions 
for  credit  union  shares  for  Federal  employees  (with  amendment  substituting 
language  of  S.  1084).  p.  D535 

TRADE.  The  Cdijjmierce  Committee  reconsidered  its  action  of  May  and  voted  to 

report  withoutNamendment  (but  did  not  actually  report)  S.  3065,  to  amend  the 
Federal  Trade  Conpission  Act  by  providing  for  temporary  inunctions  or  res¬ 
training  orders  f\r  certain  violations  of  that  act.  p.  M35 

Sen.  Javits  ins^ted  his  speech  "Where  Is  Leadership/in  U.  S„  Trade  Policy?" 
made  before  a  recent\ponf erence  on  U.  S.  trade  policy y'  pp.  S7051-2 

16.  ELECTRIFICATION.  The  Commerce  Committee  voted  to  report  (but  did  not  actually 
^  report)  with  additional  ^endment  S.  2445,  to  est^lish  guidelines  for  the 

'  Federal  Power  Commission  i\  its  licensing  autho^ty.  p„  D535 

17.  EDUCATION.  Sen.  Yarborough  submitted  a  techn^al  amendment  to  S.  3098,  the 

Higher  Education  Amendments  of  \.968.  p«  S6997 

18.  HEALTH;  SAFETY.  Sen.  Yarborough  ar^iounc^  that  a  subcommittee  of  the  Labor 

and  Public  Welfare  Committee  will  r^ujaffe  hearings  June  12,  on  S.  2864,  the 
occupational  safety  and  health  bill,^nd  inserted  a  related  article.  pp, 

S6997-8 


19.  CROP  INSURANCE. 
S7001-2 


Sen.  Jordan  prated  the  ^deral  crop  insurance  program. 


pp. 


20.  CONSERVATION.  Sen.  Yarborou^  inserted  a  Tex.  ^Conservation  Council,  Inc.  re¬ 
solution  in  favor  of  estah^shing  a  Big  Thicket\National  Park  in  Tex. 

S7007 


21.  POVERTY.  Sen.  Ribico:^  inserted  several  editorials 
fare  programs.  pp./67011-3 


)ncerned  with  present  wel- 


22.  PUBLIC  LANDS.  Cooturred  in  House  amendment  to  S.  974,  t^authorize  the  Secretary 
of  Agriculture convey  to  the  city  of  Glendale,  Ariz.,  5.or  public  park  pur¬ 
poses,  approjomately  20  acres  of  land  which  constitute  the '^rounds  of  the  South¬ 
west  Poul try^xperiment  Station  which  is  no  longer  used  by  tKa  Department  for 
poultry  research  (p.  S7044) .  This  bill  will  now  be  sent  to  t^  President, 


23.  BUILDIN(^.  Sen.  Byrd,  W.  Va. ,  inserted  a  statement  by  Sen.  Bartldtt  in  support 

of  S.y222,  his  bill  to  construct  Federal  buildings  to  accommodate \he  physically 
han(^capped.  pp.  S7044-5  \ 
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2\  SHIPPING.  Sen.  Byrd,  Va. ,  inserted  a  chart  showing  the  increase  in  free 
\  ships  carrying  cargo  to  North  Vietnam,  p.  S7045 

25.  LE6iSLATIVE  program.  Sen.  Mansfield  announced  it  is  the  intention  of  th4 

SenXte  to  debate  the  International  Grains  Arrangement  of  1967  on  Wed./  p.  S7044 

\  EXTENSION  OF  REMARKS 

26.  HUNGER.  S^.  Percy  inserted  two  articles  which  tell  of  efforts  /hat  have  be¬ 

gun  to  define  and  deal  with  hunger  and  malnutrition  in  the  St^e  of  111.  p. 
E5157  \  / 

Rep.  FisherS^aid  that  the  report  "Hunger,  U.  S.  A."  was /soon  "proven  to  be 
a  conglomoratioK  of  unconfirmed  and  utterly  misleading  cl/ims  and  distortions." 
p.  E5193  \  / 

Rep.  Abbitt  ins^ted  articles  which  have  been  writt/n  to  show  that  many  of 
the  so-called  finding  in  the  hunger  report  were  "gr^tly  exaggerated,  if  not 
fabricated."  pp.  E5206-8 

Rep.  Edwards,  Calif .\  inserted  letters  from  co^tituents  showing  their 
reaction  to  the  CBS  prediction,  "Hunger  in  Amer/a."  pp.  E5227-9 

Rep.  Passman  inserted  a\  article  which  refu^ies  the  claim  that  there  is 
"'chronic  hunger'"  in  the  u\s.  pp.  E5233-4 

27.  SYSTEMS.  Sen.  Scott  inserted  a\peech,  "Tt/  Systems  Approach  in  Social  Legis¬ 

lation."  pp.  E5158-60 

28.  FARMING;  FOREIGN  AID.  Sen.  McGee  cotHm/^ded  the  Univ.  of  Wyoming  in  the  work 

its  college  of  agriculture  has  done  help  Afghanistan  increase  its  food 
production.  pp.  E5166-7 

29.  BUDGET.  Sen.  Scott  inserted  an  /tide,  "fjongress  Grabs  for  Fiscal  Reins", 

and  stated  that  it  "outlines  h/?  Congress  trying  to  reassert  its  role  in 
the  budget  process."  pp.  E5/4-5 

30.  OPINION  POLL.  Reps.  Hamilton  and  Latta  inserted  ^results  of  questionnaires 

which  include  items  of  i/terest  to  this  Departmei\.  pp.  E5189,  E5247-8 

31.  POULTRY  INSPECTION.  k^snick  stated  that  "exemption  provisions  of  the  pro¬ 

posed  poultry  inspedfion  bill  are  so  broad  in  scope  ttCt  the  total  consumer 
protection  intent  /  this  bill  will  be  substantially  imC-ii^ed,"  p.  E5191 

32.  FOREST  RESEARCH /Rep.  Kastenmeier  praised  the  Forest  Prodi^s  Laboratory  for 

its  developme/  of  a  new  system  of  house  construction  which\ives  promises 
of  savings  c/  10  to  15  percent  over  costs  of  comparable  convei^ional ly  built 
houses.  P/E5209  ^ 

33.  EMPLOYME/4  Rep.  Galifianakis  inserted  Small  Business  Admini strato^  Smoot ' s 

addre/^on  community  growth  and  industrial  development.  pp.  E5239- 

34.  PAT/TS.  Rep.  Kasteinmeier  spoke  in  favor  of  copyright  law  revisions  ^  in- 

s/ted  a  report,  "Automated  Information  Systems  and  Copyright  Law."  pp, 

E'526l-6 
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HOUSE 

1.  SCENIC  RZVERS.  a  subcommittee  of  the  Interior  and  Insular  AfiNd.rs  Committee 
approved  for  full  committee  action  H,  R,  814,16,  amended,  to  pro^de  for  a 
nati/mal  scenic  rivers  s^'^stem.  p.  D^hh 

'^ORT-IMFORT  BANK.  Passed  with  amendment  H.  R.  I6l62,  to  author! zfiSxhe  Export- 
[mport  Bank  of  the  United  States  to  use  $500  million  of  its  present  Statutory 
lending  authority  to  facilitate  through  loans,  guarantees,  and  insurance  those 
export  transactions  which,  in  the  judgment  of  tlie  Board  of  Directors  of  NWie 
Bank,  offer  sufficient  likelihood  of  repayment  to  justify  t-he  Bank's  sup^t 
in  order  to  actively  foster  the  foreign  trade  and  long-term  commercial  intX^csts 
of  the  United  States,  pp.  HU906-18 


-  2  - 


\ 


3c\TRANSP0RTATI0N.  Agreed  to  the  conference  report  on  H*  R.  1^190,  to  extend  to 
'Dec.  1,  1970,  the  time  in  which  a  commission  must  complete  its  study  and  mak^ 
its  recommendations  to  determine  a  site  for  the  construction  of  a  sea-level 
cari^5ll  connecting  the  Atlantic  and  Pacific  Oceans  and  increase  the  amount 

auth'brized  for  the  study  from  417.5  to  $2U  million.  This  bill  will  now  ' 
sent  the  President,  p.  H490I  . 

U.  PEES0N1^ie\.  The  Post  Office  and  Civil  Service  Committee  voted  to  repor^ (but 
did  not  k^tually  report)  H.  R.  138^1;,  amended,  to  grant  time  off  fo^mployees 
to  arrange^unerals  of  their  children  lost  in  hostile  militaiy  act^nj  and 
H.  R.  l6558X^ended,  to  promote  the  effective  use  of  the  Civil  Si^Wice 
Commission  revolving  fund.  p.  D5U5 

5.  TAXATION 3  EXPENDI^RES.  Rep.  Ottinger  stated  the  administra^n » s  tax  bill 
brings  into  focus  >ihe  critical  nature  of  our  national  fiscal  situation  and  the 
need  to  select  appi^riate  steps  to  set  our  fiscal  house  ^  order.”  He 
summarized  his  discu^on  by  calling  for  "an  immediate  i^ratorium  on  new 
public  works  projects  and  highway  starts,  termination  ^  the  agricultural 
subsidy  and  major  reducuipns  in  the  space,  military  (^fmstruction,  and 
defense  budgets."  pp.  HU9^-31 

6.  OLDER  AMERICANS.  Both  Houses N;;eceived  from  HR-J"  proposed  bill  to  strengthen 
and  improve  the  Older  Araerican^ct  of  1965;  to^ouse  Education  and  Labor  and 
Senate  Labor  and  Public  Welfare  ^ramittees.  P]^Hii932,  S709U 

7.  ADJOURHMPOT.  Rep.  Albert  announced N;hat  "wV  plan  to  adjourn  at  the  close  of 

business  on  Wednesday,  the  3d  of  July,  preceding  the  Uth  of  July,  until 
Monday  noon  following  the  Uth  of  July.^^  p.  HU891 

SENA1 

80  APPROPRIATIONS.  Both  Houses  agre^  to  the  conference  report  on  H«  R.  16489, 
the  Treasury  and  Post  Office  Departments,  the^xecutive  Office  of  the  Presi¬ 
dent,  and  certain  independent y^encies  appropriation  bill,  1969.  This  bill 
will  now  be  sent  to  the  Presl/uent.  pp.  S7134- 38X H4892-4900 

9.  HIGHWAYS,  The  Appropriations  Committee  voted  to  repd^rt  without  amendment  (but 
did  not  actually  report)/H«  J.  Res.  1268,  making  supiA^mental  appropriations 
for  fiscal  year  1968  fpr  highways  and  certain  claims .  D542 

10.  CREDIT  UNIONS.  The  Banking  and  Currency  Committee  reported  with  amendments 
Ho  R.  6157,  to  permit  Federal  employees  to  purchase  shares  of  Federal-  or 
State -chartered  credit  unions  through  voluntary  payroll  allotment  (S.  Rept, 
1228),  p.  S7096 


11. 


12, 


SURPLUS  PROPE 
ment  S.  197, 
agencies 


The  Government  Operations  Committee  reported  without  amend- 
,  to  make  foreign  generated  surplus  property  available^o  domestic 
Rept.  1229).  p.  S7096 


INFORMA^ON.  The  Commerce  Committee  reported  with  amendments  H.  R.  6279',  to 
provide  for  the  collection,  compilation,  critical  evaluation, publication, 
sale  of  standard  reference  data  (S.  Rept.  1230).  p.  S7096 


Calendar  No.  1206 


90th  Congress  ) 

SENATE 
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1  No.  1228 

PAYROLL  SAVINGS  DEDUCTIONS  FOR  FEDERAL 

EMPLOYEES 


June  12,  1968. — Ordered  to  be  printed 


Mr.  Proxmire,  from  the  Committee  on  Banking  and  Currency, 

submitted  the  following 

REPORT 


[To  accompany  H.R.  6157] 

The  Committee  on  Banking  and  Currency,  to  which  was  referred  the 
biU  (H.R.  6157)  to  permit  Federal  employees  to  purchase  shares  of 
Federal-  or  State-chartered  credit  unions  through  voluntary  payroll 
allotment,  having  considered  the  same,  reports  favorably  thereon  with 
amendments  and  recommends  that  the  bUl  as  amended  do  pass. 

Purpose  op  the  Bill 

The  purpose  of  H.R.  6157  is  to  permit  Federal  employees  to  save 
through  the  payroll  savings  plan.  The  bill  would  permit  Federal 
employees  to  have  up  to  two  payroll  deductions  for  deposit  with 
commercial  banks,  savings  banks,  credit  unions,  or  savings  and  loan 
associations.  The  bill  would  also  permit  the  remainder  of  an  em¬ 
ployee’s  check  to  be  deposited  in  a  checking  account  or  other  savings 
account.  The  Government  would  be  reimbursed  for  the  additional 
cost  of  providing  the  payroU  deductions  by  the  financial  institution 
receiving  the  deduction.  The  system  w'ould  be  administered  pursuant 
to  regidations  prescribed  by  the  Secretary  of  the  Treasury. 

History  of  Legislation 

A  payroll  deduction  bill  applicable  only  to  Federal  credit  unions 
(S.  1084)  was  introduced  by  Senator  John  Sparkman  on  February  27, 
1967.  The  bill  w^as  referred  to  the  Committee  on  Banking  and  Cur¬ 
rency,  and  hearings  were  held  before  the  Subcommittee  on  Financial 
Institutions  on  July  11,  1967.  The  committee  expanded  the  bill  by 
authorizing  payroll  deductions  for  other  depository- type  financial 
institutions  such  as  commercial  banks,  savings  banks,  and  savings 


S5~010 


2 


and.  loan  associations.  The  committee  also  permitted  payroll  savings 
deductions  for  two  depository  institutions  instead  of  one.  The  com¬ 
mittee  reported  the  bill  as  amended  on  October  9,  1967  and  the  bill 
passed  the  Senate  on  October  11. 

The  House  Committee  on  Banking  and  Currency  held  hearings  on 
November  3  on  H.R.  6157,  a  payroll  deduction  bill  which  applied 
only  to  Federal  credit  unions.  The  House  committee  reported  the 
bill  on  November  7,  1967  and  it  passed  the  House  on  February  5, 
1968.  It  was  referred  to  the  Senate  Committee  on  Banking  and 
Currency  on  February  6.  On  June  11,  1968,  the  Senate  committee 
considered  H.R.  6157  in  executive  session  and  approved  an  amend¬ 
ment  deleting  the  House  language  and  substituting  the  provisions  of 
the  previously  passed  Senate  bill  (S.  1084).  As  amended,  H.R.  6157 
would  thus  authorize  payroll  deductions  for  all  depository-type  finan¬ 
cial  institutions.  Because  of  the  unique  problems  of  the  House- 
Senate  payroll  system,  an  additional  amendment  was  approved 
removing  House  and  Senate  employees  from  the  scope  of  the  bill. 

Background 

Under  present  law,  the  head  of  each  department  has  authority  to 
authorize  payroll  allotments  “for  such  purposes  as  such  department 
head  deems  appropriate”  (5  U.S.C.  3075).  Under  this  authority, 
payroll  deductions  have  been  authorized  for  savings  bonds,  contribu¬ 
tions  to  the  Combined  Federal  Campaign,  union  dues,  and  in  the 
case  of  military  personnel,  payments  for  credit  union  shares.  However, 
there  is  no  uniform  system  for  payroll  deductions  which  applies  to  all 
Federal  employees,  and  in  the  case  of  most  civilian  employees,  deduc¬ 
tions  through  the  payroll  savings  plan  are  not  permitted  except  for 
Federal  savings  bonds.  Under  the  bill  recommended  by  the  com¬ 
mittee,  the  Federal  Government  would  be  required  to  make  payroll 
savings  deductions  for  deposit  in  banks,  savings  banks,  savings  and 
loan  associations,  and  credit  unions  upon  the  written  request  of  a 
Federal  employee. 

The  bill  recommended  by  the  committee  also  authorizes  payroll 
deductions  for  deposit  in  two  savings  institutions.  In  other  words, 
an  employee  might  have  one  deduction  for  deposit  in  his  savings 
account  at  a  savings  and  loan  association  and  another  deduction  for 
deposit  with  a  credit  union.  The  remainder  of  his  check  might  stiU 
be  sent  to  his  checking  account  at  a  commercial  bank  or  for  deposit 
■with  another  savings  institution.  The  Government  would  be  reim¬ 
bursed  for  the  cost  of  the  two  deductions,  but  the  remainder  of  the 
check  could  be  deposited  with  a  financial  institution  without  charge. 
In  order  to  avoid  disputes  over  which  financial  institution  woidd 
provide  reimbursement,  the  bill  provides  that  if  an  employee  elected 
to  have  his  check  sent  to  two  or  three  financial  institutions  the  check 
in  the  largest  amount  would  not  require  reimbursement  while  the 
remaining  checks  would.  In  effect,  the  smaller  checks  would  be  con¬ 
sidered  to  be  the  deductions  and  the  larger  check  wordd  be  considered 
to  be  the  employee’s  basic  pay. 
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Need  for  Legislation 

The  committee  believes  that  pa3rroll  deductions  are  an  effective  and 
efficient  way  of  encouraging  additional  savings  and  will  benefit  our 
economy.  The  bill  should  facilitate  the  flow  of  funds  to  financial 
institutions,  thereby  easing  credit  conditions  and  removing  some  of 
the  upward  pressure  on  interest  rates.  To  the  extent  the  bill  encourages 
greater  thrift,  it  would  remove  funds  from  the  direct  spending  stream 
thereby  helping  to  reduce  inflationary  pressures.  Promoting  greater 
saving  can  be  a  most  effective  and  painless  way  of  fighting  inflation. 

The  committee  also  believes  that  payroll  deductions  will  benefit 
the  Federal  Government  as  an  employer.  Many  progressive  employers 
in  business  and  industry  have  payroll  savings  plans  and  these  have 
come  to  be  recognized  as  a  sound  employment  practice.  The  encourage¬ 
ment  of  regular  saving  assures  a  sources  of  funds  for  employees  to 
meet  emergencies  or  to  finance  large  purchases.  This  should  result  in 
fewer  employees  who  overextend  themselves  and  get  into  financial 
trouble.  This  in  turn  should  lead  to  a  more  productive  and  stable 
work  force  and  fewer  complaints  to  the  Federal  Government  from 
creditors  concerning  Federal  employees  in  financial  difficulty. 

Finally,  the  committee  believes  the  bill  will  benefit  the  Federal 
employee.  It  will  make  it  easier  and  more  convenient  for  the  average 
employee  to  save  on  a  regular  basis.  As  previously  mentioned,  it  will 
tend  to  assure  a  ready  source  of  funds  and  reduce  financial  problems. 
It  will  particularly  benefit  employees  of  moderate  income,  who,  when 
financial  trouble  strikes,  are  often  forced  to  borrow  at  high  interest 
rates. 

The  committee  is  mindful  of  the  Treasury  argument  that  payroll 
deductions  for  other  forms  of  savings  might  undercut  Treasury  bond 
sales  to  Federal  employees.  Although  such  a  possibility  exists,  the 
committee  does  not  believe  it  is  likely.  Many  private  employers 
authorize  deductions  for  both  Federal  savings  bonds  and  other  forms 
of  savings.  For  example,  80  percent  of  the  employees  of  Lockheed 
Aircraft  have  credit  union  payroll  deductions,  but  99  percent  have 
savings  bond  deductions. 

The  committee  also  recognizes  the  argument  that  additional  deduc¬ 
tions  complicate  Federal  payroll  operations.  However,  in  view  of  the 
benefits  to  be  derived  by  encouraging  saving,  and  in  view  of  the  com¬ 
puterized  nature  of  most  Federal  payroll  systems,  and  in  view  of  the 
fact  that  the  Government  would  be  reimbursed  for  the  additional  cost 
of  providing  the  deductions,  the  committee  feels  the  bill  would  not 
represent  any  significant  burden  on  the  Federal  Government. 

With  respect  to  cost,  the  committee  understands  the  Civil  Service 
Commission  has  already  established  a  standard  service  charge  of  2 
cents  per  individual  deduction  exclusive  of  any  postage  cost.  The 
committee  expects  such  a  charge  should  be  adequate  to  cover  all 
additional  costs  associated  with  payroll  savings  deductions  authorized 
under  the  bill. 

Changes  in  Existing  Law 

In  compliance  with  subsection  (4)  of  rule  XXIX  of  the  Standing 
Rules  of  the  Senate,  changes  in  existing  law  made  by  the  bill,  as 
reported,  are  shown  as  folloAvs  (existing  law  proposed  to  be  omitted 
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is  enclosed  in  black  brackets,  new  matter  is  printed  in  italic,  existing 
law  in  which  no  change  is  proposed  is  shown  in  roman) : 

Section  3620  op  the  Revised  Statutes  as  Amended 

(31  U.S.C.  492) 

DISBURSING  OFFICERS 

(a)  It  shall  be  the  duty  of  every  disbursing  officer  having  any 
public  money  intrusted  to  him  for  disbursement,  to  deposit  the  same 
with  the  Treasurer  or  with  one  of  the  depositaries  of  the  Tinted 
States  rnentioned  in  section  476  of  this  title,  and  to  draw  for  the  same 
only  as  it  may  be  requu’ed  for  payments  to  be  made  by  him  in  pursu¬ 
ance  of  law  and  draw  for  the  same  only  in  favor  of  the  persons  to  whom 
payment  is  made;  and  aU  transfers  from  the  Treasurer  of  the  United 
States  to  a  disbursing  officer  shall  be  by  draft  or  warrant  on  the 
Treasury.  In  places,  however,  where  there  is  no  treasurer  or  deposi¬ 
tary,  the  Secretary  of  the  Treasury  may,  when  he  deems  it  essential 
to  the  public  interest,  specially  authorize  in  writing  the  deposit  of  ^ 
such  public  money  in  any  other  public  depositary,  or,  in  writing, 
authorize  the  same  to  be  kept  in  any  other  manner,  and  under  such 
rules  and  regulations  as  he  may  deem  most  safe  and  effectual  to 
facilitate  the  payments  to  public  creditors. 

(b)  (1)  Notwithstanding  subsection  (a)  of  this  section  or  any  other 
provision  of  law,  and  under  regulations  to  be  prescribed  by  the  Secre¬ 
tary  of  the  Treasury,  the  head  of  an  agency  [may]  shall,  upon  the 
written  request  of  [a  person]  an  employee  oj  the  agency  to  whom  a 
payment  for  wages  or  salary  is  to  be  made,  authorize  a  disbursing 
ofiicer  to  make  the  payment  [—(1)]  in  the  form  of  one,  two,  or  three 
checks  {the  number  of  checks  and  the  amount  of  each,  if  more  than  one, 
to  he  designated  by  such  employee)  by  sending  to  [the]  each  financial 
organization  designated  by  [that  person]  such  employee  a  check  that 
is  drawn  in  favor  of  [that]  the  organization  and  is  for  credit  to  the 
checking  account  of  [that  person;  or]  such  employee  or  is  for  the  de¬ 
posit  of  savings  or  purchase  of  shares  for  such  employee:  Provided,  that 
the  agency  shall  not  he  reimbursed  for  the  cost  of  sending  one  check  re¬ 
quested  by  such  employee  hut  shall  be  reimbursed  for  the  additional  cost 
of  sending  any  additiovnl  check  requested  by  such  employee  by  the  finan-  . 
dal  organization  to  which  such  check  is  sent.  For  the  purposes  of  the  fore-  ( 
going  proviso,  the  check  for  which  the  agency  shall  not  be  reimbursed  shall 
be  the  check  in  the  largest  amount. 

(2)  [if]  If  more  than  one  [person]  employee  to  whom  a  payment 
is  to  be  made  designates  the  same  financial  organization,  the  head  of 
an  agency  may,  upon  the  written  request  of  such  employee  and  under 
regulations  to  be  prescribed  by  the  Secretary  of  the  Treasury,  authorize  a 
disbursing  o^cer  to  make  the  payment  by  sending  to  the  organization  a 
check  that  is  drawn  in  favor  of  the  organization  for  the  total  amount 
[due]  designated  by  those  [persons]  employees  and  by  specifying  the 
amount  to  be  credited  to  the  account  of  each  of  those  [persons] 
employees. 

(8)  In  this  subsection,  the  term  “agency”  means  any  department, 
agency,  independent  establishment,  board,  office,  commission,  or  other 
establishment  in  the  executive,  legislative  {except  the  Senate  and  House 
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of  Representatives),  or  judicial  branch  of  the  Government,  any 
wholly  owned  or  controlled  Government  corporation,  and  the  munic¬ 
ipal  government  ofj  the  District  of  Columbia;  and  the  term  "financial 
organization”  means  any  bank,  savings  bank,  savings  and  loan 
association  or  similar  institution,  or  Federal  or  State  chartered  credit 
union. 

(c)  Payment  by  the  United  States  [of  a]  in  the  form  of  more  than 
one  check,  drawn  in  accordance  with  subsection  (b)  and  properly 
endorsed,  shall  constitute  a  full  acquittance  for  the  amount  due  to 
the  [person]  employee  requesting  payment. 
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[Report  No.  1228] 


IN  THE  SENATE  OE  THE  UNITED  STATES 

February  6, 1968 

Read  twice  and  referi'ed  to  the  Committee  on  Banking  and  Currency 


June  12, 1968 

Reported  by  Mr.  Proxmu!e,  with  amendments 
[Strike  out  all  after  the  enacting  clause  and  insert  the  part  printed  in  italic] 


AN  ACT 

To  permit  Eecleral  employees  to  jiiireliase  shares  of  Federal-  or 
State-ehartered  credit  imioiis  through  voluntary  payroll 
allotment. 

1  Be  it  enacted  hy  the  Senate  and  House  of  Representa- 

2  tives  of  the  United  States  of  America  in  Congress  assembled, 

3  That  seetioii  Sh  el  the  E ederal  Uredlt  -Umen  Aet  -fhS  U-.S.C. 

4  -ITTOf  is  amended  -{4)-  Im  inserting  immedh 


5  alter  and  -(A)-  hy 


at  the  end  tli  creel  the 


new 


6 

7  ‘‘-(b)  Any  Eederal  employee  who  Is  a  member  el  any 

8  eredlt  union  that  has  a  eemmen  bend  eensistin^'  el  Federal 

9  enijployees  and  members  el  their  lamilies  shall  have  the 
10  rigfht  te  have  yayment  en  shares  In  the  eredlt  nnien  made 
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allotincnl  ffoffi  kis  salary-  m  sttek  amount  aii4  at  saak 
tkftes  as  tka  employee  may  from  time  to  time  refpiest  m 
writingT  5Pke  erekit  iinicm  skall  reimkarse  tke  kfiiited  States 
for  tke  reasona]>le  eest  of  making  seek  allot- 


meiit.- 

“Tke  Comptroller  0 eiieral  of  tke  United  States  skall 
issae  regalatkms  te  implement  tkls  aatker'tyv 

tkls  siibseeti-onj  ‘Federal  empleyeU  aaaaa  any  per¬ 
son  (anployed  ky  any  department^  ageaey,-  independent 
estakkskmenk  board-,  okieej  eonnnlsslon^  or  otker  estakksk- 
ment  m  tke  exeeiitive,  legislatUe,  or  judieial  branek  of 


Distiict  of  Columbia- 


That  suJmcfio7is  (h)  and  (c)  of  section  3620  of  the  Revised 
Statutes,  as  amended  (31  U.S.C.  402),  are  amended  to  i^ead 


as  follows: 

“(h)(1)  Notwithstaiidmfj  subsection  (a)  of  this  section 
or  any  other  proinsion  of  law,  and  under  regulations  to  he 
prescrihed  hy  the  Secretary  of  the  Treasury,  the  head  of  an 
agency  shall,  upon  the  written  reijuest  of  an  employee  of  the 
agency  to  whom  a  payment  for  ivages  or  salary  is  to  he  made, 
authorize  a  dishursing  officer  to  make  the  payment  in  the 
form  of  one,  tww,  or  three  checks  (the  numher  of  checks  and 
the  amount  of  each,  if  more  than  one,  to  he  deshpiated,  hy 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


3 


such  employee)  by  sending  to  each  financial  organization 
designated  by  such  employee  a  check  that  is  drawn  in  favor 
of  the  organization  and  is  for  credit  to  the  cheching  account 
of  such  employee  or  is  for  the  deposit  of  savings  or  purchase 
of  shares  for  such  employee:  Provided,  That  the  agency  shall 
not  be  reimbursed  for  the  cost  of  sending  one  check  requested, 
by  such  employee  but  shed  I  be  reimbursed  for  the  additional 
cost  of  sending  any  aelditional  check  requested,  by  such  em¬ 
ployee  by  the  financial  organization  to  which  such  check  is 
sent.  For  the  purposes  of  the  foregoing  proviso,  the  check 
for  which  the  agency  shall  not  be  reimbursed  shall  be  the 
check  in  the  largest  amount. 

“(2)  If  more  than  one  employee  to  whom  a  payment 
is  to  be  made  designates  the  same  financial  organization,  the 
head  of  an  agency  may,  upon  the  ivritten  request  of  such 
employee  and  under  regulations  to  be  prescribed  by  the 
Secretary  of  the  Treasury,  authorize  a  disbursing  officer  to 
make,  the  payment  by  sending  to  the  organizedion  a  check 
that  is  elraivn  in  favor  of  the  organization  for  the  total 
amount  designated  by  those  employees  and  by  specif ijirng 

the  amount  to  be  credited  to  the  account  of  each  of  those  em- 

# 

ployees. 

“(3)  Tn  this  subsection,  the  term  digency'  means  any 
department,  agency,  independent  establishment,  board,  office, 
commission,  or  other  establishment  in  the  executive,  legis- 
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lative  (except  the  SciKite  and  House  of  Representatives) ,  or 
judicial  branch  of  the  Govcriwieut,  an]!  wholly  owned  or 
controlled  G overnnient  corporation ,  and  the  municipal  fjov- 
ernment  of  the  District  of  Columbia;  and  the  term  ‘financial 
oryanizatioii  means  any  bank,  savings  bank,  savings  and 
loan  association  or  similar  institution,  or  k  ederal  or  State 
chartered  credit  union. 

“(c)  Payment  by  the  United  States  in  the  form  of 
more  than  one  check,  drawn  in  accordance  with  subsection  (b) 
and  properly  endorsed,  shall  constitute  a  f^ill  acyuittance 
for  the  amount  due  to  the  employee  requesting  payment. 

Aiiieiul  tlie  title  so  as  to  read:  “An  Act  to  amend  section 
3620  of  the  Revised  Statutes  ^Yitll  respect  to  payroll  deduc¬ 
tions  for  Eederal  emjdoyees.” 

Passed  the  House  of  Ee])resentatives  February  5,  1968. 

Attest:  W.  PAT  JENHINaS, 

Clerk. 
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SENATE 

12.  CCC.  Armed  Services  Committee  reported  with  amendment  H.  R.  1670^ 

the  m^^tary  construction  bill,  which  includes  funds  for  the  paymen^l:  on 
the  deb\  to  the  Commodity  Credit  Corp.  for  foreign  currencies  used^'in 
prior  ye^s  to  construct  military  family  housing  overseas  (S.  Re/t.  1232). 
p.  S7147  \  ^ 


/ 


/ 


_  / 

13.  TRAILS.  The  Inferior  and  Insular  Affairs  Committee  reported  ;i«fith  amend¬ 
ments  S.  827,  ^establish  a  nationwide  system  of  trails  Rept.  1233) 
p.  S7147  \  / 


14.  WATER  RESOURCES.  Th^Interior  and  Insular  Affairs  Comm/ttee  reported  with 
amendment  S,  3058,  tcr^increase  authorizations  for  wab4r  resources  planning 
activities  (S.  Rept.  1M4) .  p.  S7147  ^ 

Conferees  were  appoirvt;ied  on  S.  20,  to  provide  ^r  a  comprehensive  re¬ 
view  of  national  water  re^urce  problems  and  programs,  p.  S7212 


/ 


15.  WILDLIFE.  The  Commerce  Committee  reported  wi^  amendments  H.  R.  15979,  to 
prevent  or  minimize  injury  to  ^sh  and  wildj,afe  from  the  use  of  pesticides 
(S.  Rept.  1236).  p.  S7147 

Sen.  Hansen  inserted  an  articlX  "Who  O^s  the  Game? --Part  II."  pp, 
S7164-6 


16.  BALANCE  OF  PAYMENTS.  H.  R.  16162,  t^ihmrove  the  U.  S.  balance-of-payments 
situation  through  loan  and  other  progra^  of  the  Export-Import  Bank,  was 
ordered  to  be  placed  on  the  calendar.  p.\s7l47 


17.  CREDIT  UNIONS.  Passed  with  amendments  H.  R,  6157,  authorizing  payroll 
savings  deductions  for  credit  union  shares  for  Federal  employees,  pp, 
S7223-4 


_>• 


INFORMATION.  Passed  as  r^orted  H.  R.  6279,  to  prdyide  for  the  collection, 
compilation,  critical  ^^mluation,  publication,  and  ^le  of  standard  reference 
data.  p.  S7224 


'Passed  with  amendments  S.  3245. 


19.  TECHNICAL  SERVICES 

tional  two  years  iZne  authorization  of  appropriations  unde 
nical  Services  of  1965.  p.  S7225 


to  extend  for  an  addi- 
the  State  Tech- 


20,  SOLID  WASTES,  /The  Public  Works  Committee  voted  to  report  (but  ^d  not 

actually  report)  S.  3201,  extending  for  1  year  the  provisions  orKresearch 
and  assist^ce  for  State  and  interstate  planning  for  solid  waste  Xjsposal . 
p.  D549 

21,  APPROPRIATIONS,  Passed  without  amendment  H,  J.  Res.  1268,  making  suppD^ental 

appr^riations  for  fiscal  year  1968  for  highways  and  certain  claims .  T^e 
Api^opriations  Committee  reported  the  bill  without  amendment  June  12  (S. 

R/pt.  1227).  This  bill  will  now  be  sent  to  the  President,  pp.  S7212-23 
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22.  EX^RT-IMPORT  BANK,  Began  consideration  of  S.  3218,  to  enable  the  Export^ 

Im^rt  bank  of  the  United  States  to  approve  extension  of  certain  loans, 
guar^tees,  and  insurance  in  connection  with  exports  from  the  United  ^tates 
in  or^r  to  improve  the  balance  of  payments  and  foster  the  long-ternr  com- 
mercial\interests  of  the  United  States,  By  unanimous -consent  agre/^ent 
this  bilKwill  become  the  pending  business  on  Mon.,  June  17.  p,y47225 

23.  GRAINS.  Agr^d,  62-21,  to  the  resolution  of  ratification  of  t)te  Inter¬ 

national  Grains  Arrangement  1967.  pp.  S7193-7212 

24.  CONSERVATION,  S^.  Metcalf  inserted  two  editorials  urgin^congressional 

action  on  conserv^ion  and  water  resource  projects,  p.^7l66 


25.  RESEARCH.  Sen,  MorseNJnserted  an  article  "Productiv:Ll^  Interaction: 

Basis  for  Science  Eduction  in  the  21st  Century."  ypp,  S7166-7 

26.  PERSONNEL.  Sen.  Ervin  sp^e  in  support  of  the  b^l  to  protect  the  consti¬ 

tutional  rights  of  employees  of  the  executive  >Jxranch  of  the  Government  and 
to  prohibit  unwarranted  gov^nmental  invasio^  of  their  privacy  and  inserted 
his  comments  before  the  Greeir^boro,  N.  C,,/Dar  Association  on  this  subject, 
pp.  S7181-3 

27.  FOREIGN  TRADE.  Sen.  Mondale  hopedSthayTongress  will  not  overlook  the 

"crucial  importance  of  East-West  trfe^  opportunities  both  in  the  interest 
of  a  response  to  the  events  in  EasLem  Europe  and  a  response  to  American 
trade  difficulties"  and  inserted  jm  e^torial  on  the  subject,  pp.  S7177-8 

28.  RECLAMATION,  Sen,  Mundt  spoke the  water  shortage  in  such  agricultural 

States  as  S,  Dak.,  and  inserted  an  addres^by  Commissioner  of  Reclamation 
Floyd  E.  Dominy,  "Irrigati(yr Moves  Into  the\21st  Century."  pp.  S7171-3 

29.  HUNGER.  Sen,  Metcalf  praised  this  Department ' sNdevelopment  of  high-protein 

foods  as  a  major  sourcor  of  protein  for  humans.  \p.  S7169-70 

Sen.  McGovern  insetted  the  text  of  Sen.  Monto^'s  bill  relative  to 
relief  for  the  hun^.  pp.  S7187-8 

30.  POVERTY.  Sen.  Mc^^tyre  inserted  an  article  from  an  OECkBulletin,  "Rural 

Communities  of  y«ay  1968"  relative  to  antipoverty  progr^s  in  New  Hampshire, 
p.  S7169  ^  ^ 

Sen.  Bro^/lce  inserted  the  text  of  the  "poor  people's"  d^>^^ands  including 
those  mady'of  this  Department,  pp.  S7170-1 


31.  ADJOURN] 


until  Mon.,  June  17.  p.  S7269 

EXTENSION  OF  REMARKS 


32,  El^ECTRIFICATION,  Sen,  Metcalf  inserted  two  statements  presenting  arguments 
in  favor  of  the  proposed  Electric  Power  Reliability  Act.  pp.  E5351-T 
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the  supplemental  funds  necessary  to  continue 
highway  operations  for  the  balance  of  the 
year.  It  would  certainly  appear  to  me,  how- 
^ever,  that  somewhere  logic  could  be  instilled 
the  minds  of  the  Individual  recalcitrant 
sSnators  to  the  end  that  they  would  recog- 
nl^the  tremendous  economic  setback  and 
haroHhip  that  is  being  caused  in  so  many  of 
the  states  as  well  as  the  financial  liability 
that  is  ^Ing  created  in  many  of  our  respec¬ 
tive  stat^  including  South  Dakota,  for  fail¬ 
ure  to  mamtain  the  schedule  of  payments 
required  un^r  our  contracts. 

I  am  sure  N>u  appreciate  that  our  con¬ 
tractors  have  and  are  finding  it  necessary,  in 
order  to  continu^perations,  to  borrow  funds 
at  the  present  money  market — with  interest 
rates  ranging  from Nseven  to  eight  percent. 
Presumably  any  such^riterest  that  is  neces¬ 
sarily  incurred  by  contractors  as  a  result  of 
delays  in  the  payment  of  dur  contractual  obli¬ 
gations  will  be  the  basiH.  pf  legal  action 
against  the  State.  This,  indeed,  can  mount 
into  a  considerable  sum  of  mo^y. 

I  am  very  concerned  with  rbe  statement 
that  has  been  made  by  the  Fed^l  Highway 
Administrator  to  the  effect  that,  ewHi  though 
a  “tie-up”  of  funding  for  the  balance  of  1968 
continues  until  the  commencementNof  the 
new  fiscal  year,  July  1,  exepnditureN  will 
thereupon  be  automatically  authorized  ■^on 
the  commencement  of  the  new  fiscal  year.^e 
are  faced  with  the  Inescapable  fact,  however 
that  if  this  becomes  a  reality  the  400-million' 
dollars  supplemental  authorization  will  be, 
undoubtedly,  lost  which  will  prevent  us  from 
balancing  our  books  and  will  in  effect  then 
cause  us  to  spend  next  year’s  money  this 
year  if  we  are  to  keep  abreast  with  present 
obligations. 

Mention  has  been  made  with  respect  to  a 
possible  application  for  a  hardship  payment, 
due  to  our  constitutional  prohibition  against 
incurring  indebtedness  in  excess  of  $100,000. 

I  would  most  certainly  be  happy  to  pirrsue 
this  course,  however,  I  must  call  attention 
to  the  fact  that  at  the  present  time  highway 
funds  for  fiscal  1968  are  still  frozen  pursuant 
to  an  executive  order  of  the  President  made 
last  year. 

The  amount  due  and  owing  to  the  state  of 
South  Dakota  and  which  is  stall  under  the 
existing  “freeze  order”  is  in  the  sum  of  $3,- 
108,188.20.  Each  state  has  a  proportionate 
amount  still  remaining  frozen.  In  view  of  the 
dilemma  which  apparently  continues  to  exist 
in  the  Senate  to  secure  further  authorization 
of  fimds  to  finish  operations  for  fiscal  year 
1968,  it  would  appear  that  the  President^ 
through  the  urging  of  Congress  might, 
least,  “unfreeze”  the  S-mUlion  dollars  pi 
which  is  owed  to  South  Dakota  and  sii^lar 
propoiidonate  amounts  to  other  states. 

I  cannot  urge  sufficiently  the  urg^cy  of 
this  matter  which,  I  feel,  will  have  /^ei  and 
ever  greater  repercussions. 

I  appreciate  your  Interest  and  c^n  only  ask 
that  this  matter  be  brought  to J^e  attention 
of  the  entire  body  for  I  am  Aire  there  are 
many  members  of  the.SenaJfe  who  probably 
even  as  yet  are  unaware  ofi4he  problems  ex¬ 
isting  throughout  our  ccytotry  with  relation 
thereto. 

If  there  is  any  assistance  that  either  the 
Highway  Departmei^or  I  can  give  to  you  in 
endeavoring  to  sejmre  the  continuation  of 
the  funds  whic^'have  been  obligated  and 
promised  by  thaSBureau  of  Roads  in  connec¬ 
tion  with  ouTyrnghway  projects,  you  may  be 
assured  of  oji<r  fullest  and  most  prompt  as¬ 
sistance  arui  cooperation. 

With  b^t  regards,  I  remain, 

^Acerely, 

Nils  A.  Bob, 

Governor. 

ir.  MOSS.  Mr.  President,  it  is  ab- 
plutely  essential  that  the  joint  resolu¬ 
tion  be  passed  today.  We  must  release 
$400  million  from  the  highway  trust  fimd 


to  finance  estimated  expenditures  for 
the  Federal  aid  highway  program  for 
the  remainder  of  the  fiscal  year.  It  is 
impossible  to  have  an  effective  and  effi¬ 
cient  highway  program  if  the  States  do 
not  have  enough  money  to  pay  contract 
authorizations. 

Once  a  highway  job  is  started,  the 
contractor  must  receive  progress  pay¬ 
ments  regularly  if  he  is  to  be  able  to  pay 
his  bills — ^pay  his  subcontractors,  buy 
materials,  meet  his  payrolls,  keep  the  job 
going.  A  road-building  job  cannot  be 
bounced  around  like  a  yo-yo,  it  has  to 
be  kept  moving  ahead  at  a  steady  pace. 

There  is  no  shortage  of  revenues  in  the 
highway  trust  fund.  The  money  is  avail¬ 
able  to  be  allocated.  It  is  only  because 
Congress  does  not  act  that  there  is  any 
problem. 

Mr.  President,  for  the  last  18  months 
the  Nation’s  highway  programs  have 
been  on  a  start-and-stop  basis.  State 
highway  commissions  have  awarded  con¬ 
tracts  in  good  faith,  only  to  have  the 
funds  frozen  for  several  months  because 
of  the  economy  drive,  and  now  to  ha^ 
them  stopped  simply  because  we  in  C/m- 
gress  cannot  put  our  house  in  orders 
The  State  of  Utah  had  to  horvem  $10 
lillion  recently  to  meet  its  commitments 
highway  contractors — commitments 
wHich  the  Federal  Governn^t  author- 
ized^e  State  to  make,  and/an  which  the 
Feder^  Government  promised  to  pay  its 
pro-ratk  share.  The  S^te  has  to  pay 
interest  on  the  mon^  it  borrowed,  of 
course,  anck  this  means  an  unnecessary 
and  excessiTO  co^  This  is  not  only 
unfair;  it  is  tms^nd  financial  policy; 
it  is  very  poor  b^ness. 

Mr.  Preside!^  must  settle  our  dif¬ 
ferences  on  ^is  ap^opriations  joint  re¬ 
solution  to^y,  and  p^ss  it  without  fur¬ 
ther  dela^ 

The  ^RESIDING  "OFFICER.  The 
joint  jAsolution  is  open  bo  amendment. 
If  th6-e  be  no  amendmetk  to  be  pro- 
!d,  the  question  is  on  th^hird  read¬ 
ing  of  the  joint  resolution. 

The  joint  resolution  (H.J.  rV  1268) 
was  ordered  to  a  third  reading,  read  the 
third  time  and  passed. 

Mr.  HOLiLAND.  Mr.  President,  I  ntove 
to  reconsider  the  vote  by  which  ti\e 
joint  resolution  was  passed. 

Mr.  PASTORE.  Mr.  President,  I  move 
to  lay  that  motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 

ORDER  FOR  ADJOURNMENT  UNTIL 
12  NOON  MONDAY 

Mr.  MANSFIELD.  Mr.  President,  I 
ask  unanimous  consent  that  when  the 
Senate  completes  its  business  today,  it 
stand  in  adjournment  until  12  o’clock 
noon,  Monday  next. 

The  PRESIDING  OFFICER.  Without 
objection,  it  is  so  ordered. 


FEDERAL-  OR  STATE-CHARTERED 
CREDIT  UNIONS 

Mr.  MANSFIELD.  Mr.  President,  I 
ask  unanimous  consent  that  the  Sen¬ 
ate  proceed  to  the  consideration  of  Cal¬ 
endar  No.  1206. 


The  PRESIDING  OFFICER.  The  bill 
will  be  stated  by  title. 

The  Legislative  Clerk.  A  bill  (H.R. 
6157)  to  permit  Federal  employees  to 
purchase  shares  of  Federal-  or  State- 
chartered  credit  unions  through  volim- 
tary  payroll  allotment. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  request  of 
the  Senator  from  Montana.  Without 
objection,  it  is  so  ordered. 

The  Senate  proceeded  to  consider  the 
bill,  which  had  been  reported  from  the 
Committee  on  Banking  and  Currency 
with  an  amendment,  strike  out  all  after 
the  enacting  clause  and  insert ; 

That  subsections  (b)  and  (c)  of  section 
3620  of  the  Revised  Statutes,  as  amended 
(31  U.S.C.  492),  are  amended  to  read  as  fol¬ 
lows: 

“(b)  (1)  Notwithstanding  subsection  (a) 
of  this  section  or  any  other  provision  of  law, 
and  under  regulations  to  be  prescribed  by 
the  Secretary  of  the  Treasury,  the  head  of  an 
agency  shall,  upon  the  written  request  of  an 
employee  of  the  agency  to  whom  a  payment 
for  wages  or  salary  is  to  be  made,  authorize 
a  disbursing  officer  to  make  the  payment  in 
the  form  of  one,  two,  or  three  checks  (the 
number  of  checks  and  the  amount  of  each, 
if  more  than  one,  to  be  designated  by  such 
employee)  by  sending  to  each  financial  or¬ 
ganization  designated  by  such  employee  a 
check  that  is  drawn  in  favor  of  the  organiza¬ 
tion  and  is  for  credit  to  the  checking  account 
of  such  employee  or  is  for  the  deposit  of 
savings  or  purchase  of  shares  for  such  em¬ 
ployee:  Provided,  That  the  agency  shall  not 
be  reimbursed  for  the  cost  of  sending  one 
check  requested  by  such  employee  but  shall 
be  reimbursed  for  the  additional  cost  of 
sending  any  additional  check  requested  by 
such  employee  by  the  financial  organization 
to  which  such  check  is  sent.  For  the  purposes 
of  the  foregoing  proviso,  the  check  for  which 
the  agency  shall  not  be  reimbursed  shall 
be  the  check  in  the  largest  amount. 

“(2)  If  more  than  one  employee  to  whom 
a  payment  is  to  be  made  designates  the  same 
financial  organization,  the  head  of  an 
agency  may,  upon  the  written  request  of  such 
employee  and  under  regulations  to  be  pre¬ 
scribed  by  the  Secretary  of  the  Treasury, 
authorize  a  disbursing  officer  to  make  the 
payment  by  sending  to  the  organization  a 
check  that  is  drawn  in  favor  of  the  organ¬ 
ization  for  the  total  amount  designated  by 
those  employees  and  by  specifying  the 
amount  to  be  credited  to  the  account  of 
each  of  those  employees. 

“(3)  In  this  subsection,  the  term  ‘agency’ 
means  any  department,  agency,  independ¬ 
ent  establishment,  board,  office,  commis¬ 
sion,  or  other  establishment  in  the  executive, 
legislative  (except  the  Senate  and  House  of 
Representatives) ,  or  judicial  branch  of  the 
Government,  any  wholly  owned  or  controlled 
Government  corporation,  and  the  municipal 
government  of  the  District  of  Columbia;  and 
the  term  ‘financial  organization’  means  any 
bank,  savings  bank,  savings  and  loan  asso¬ 
ciation  or  similar  institution,  or  Federal  or 
State  chartered  credit  union. 

“(c)  Payment  by  the  United  States  in  the 
form  of  more  than  one  check,  drawn  in  ac¬ 
cordance  with  subsection  (ta)  and  properly 
endorsed,  shall  constitute  a  full  acquittance 
for  the  amoimt  due  to  the  employee  request¬ 
ing  payment.” 

The  PRESIDING  OFFICER.  The  ques¬ 
tion  is  on  agreeing  to  the  committee 
amendment. 

The  amendment  wa^  agreed  to. 

Mr.  MANSFIELD.  Mr.  President,  I  ask 
unanimous  consent  to  have  printed  in 
the  Record  an  excerpt  from  the  r^jort 
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(No.  1228),  explaining  the  purposes  of 
the  bill. 

There  being  no  objection,  the  excerpt 
was  ordered  to  be  printed  in  the  Record, 
as  follows: 

PURPOSE  OP  THE  BILL 

The  purpose  of  H.R.  6157  is  to  permit  Fed¬ 
eral  employees  to  save  through  the  payroll 
savings  plan.  The  bill  would  permit  Federal 
employees  to  have  up  to  two  payroll  deduc¬ 
tions  for  deposit  with  commercial  banks, 
savings  banks,  credit  unions,  or  savings  and 
loan  associations.  The  bill  would  also  per¬ 
mit  the  remainder  of  an  empployee’s  check 
to  be  deixjsited  in  a  checking  account  or 
other  savings  account.  The  Government 
would  be  reimbursed  for  the  additional  cost 
of  providing  the  payroll  deductions  by  the 
financial  institution  receiving  the  deduction. 
The  system  would  be  administered  pursuant 
to  regulations  prescribed  by  the  Secretary  of 
the  Treasury. 

HISTORY  OP  LEGISLATION 

A  payroll  deduction  bill  applicable  only  to 
Federal  credit  unions  (S.  1084)  was  intro¬ 
duced  by  Senator  John  Sparkman  on  Feb¬ 
ruary  27,  1967.  The  bill  was  referred  to  the 
Committee  on  Banking  and  Currency,  and 
hearings  were  held  before  the  Subcommit¬ 
tee  on  Financial  Institutions  on  July  11, 
1967.  The  committee  expanded  the  bill  by 
authorizing  payroll  deductions  for  other  de¬ 
pository-type  financial  institutions  such  as 
commercial  banks,  savings  banks,  and  sav¬ 
ings  and  loan  associations.  The  committee 
also  permitted  payroll  savings  deductions  for 
two  depository  Institutions  Instead  of  one 
The  committee  reported  the  bill  as  amended 
on  October  9,  1967  and  the  bill  passed  the 
Senate  on  October  11. 

The  House  Committee  on  Banking  and 
Currency  held  hearings  on  November  3  on 
H.R.  6157,  a  payroll  deduction  bill  which  ap¬ 
plied  only  to  Federal  credit  unions.  The 
House  committee  reported  the  bill  on  No¬ 
vember  7,  1967  and  it  passed  the  House  on 
February  5,  1968.  It  was  referred  to  the 
Senate  Committee  on  Banking  and  Currency 
on  February  6.  On  June  11,  1968,  the  Senate 
committee  considered  H.R.  6157  in  executive 
session  and  approved  an  amendment  delet¬ 
ing  the  House  language  and  substituting  the 
provisions  of  the  previously  passed  Senate 
bill  (S.  1084).  As  amended,  H.R.  6157  would 
thus  authorize  payroll  deductions  for  all 
depository-type  financial  Institutions.  Be¬ 
cause  of  the  unique  problems  of  the  House- 
Senate  payroll  system,  an  additional  amend¬ 
ment  was  approved  removing  House  and 
Senate  employees  from  the  scope  of  the  bill. 

BACKGROUND 

Under  present  law,  the  head  of  each  de¬ 
partment  has  authority  to  authorize  payroll 
allotments  “for  such  purposes  as  such  de¬ 
partment  head  deems  appropriate”  (5  U.S.C. 
3075).  Under  this  authority,  payroll  deduc¬ 
tions  have  been  authorized  for  savings  bonds, 
contributions  to  the  Combined  Federal  Cam¬ 
paign,  union  dues,  and  in  the  case  of  mili¬ 
tary  personnel,  payments  for  credit  union 
shares.  However,  there  is  no  uniform  sys¬ 
tem  for  payroll  deductions  which  applies  to 
all  Federal  employees,  and  in  the  case  of  most 
civilian  employees,  deductions  through  the 
payroll  savings  plan  are  not  permitted  ex¬ 
cept  for  Federal  savings  bonds.  Under  the  bill 
recommended  by  the  committee,  the  Federal 
Government  would  be  required  to  make  pay¬ 
roll  savings  deductions  for  deposit  in  banks, 
savings  banks,  savings  and  loan  associations; 
and  credit  unions  upon  the  written  request 
of  a  Federal  employee. 

The  bill  recommended  by  the  committee 
also  authorizes  payroll  deductions  for  deposit 
in  two  savings  institutions.  In  other  words,  an 
employee  might  have  one  deduction  for  de¬ 
posit  in  his  savings  account  at  a  savings  and 
loan  association  and  another  deduction  for 


deposit  with  a  credit  union.  The  remainder 
of  his  check  might  still  be  sent  to  his  check¬ 
ing  account  at  a  commercial  bank  or  for  de¬ 
posit  with  another  savings  institution.  The 
Government  would  be  reimbursed  for  the 
cost  of  the  two  deductions,  but  the  remainder 
of  the  check  could  be  deposited  with  a  finan¬ 
cial  institution  without  charge.  In  order  to 
avoid  disputes  over  which  financial  institu¬ 
tion  would  provide  reimbursement,  the  bill 
provides  that  if  an  employee  elected  to  have 
his  check  to  two  or  three  financial  institu¬ 
tions  the  check  in  the  largest  amount  would 
not  require  reimbursement  while  the  remain¬ 
ing  checks  would.  In  effect,  the  smaller  checks 
would  be  considered  to  be  the  deductions 
■  and  the  larger  check  would  be  considered  to 
be  the  employee’s  basic  pay. 


June  13,  1968 

The  PRESIDING  OFFICER.  The  ques¬ 
tion  is  on  the  engrossment  of  the  amend¬ 
ment  and  the  third  reading  of  the  bill. 

The  amendment  was  ordered  to  be  en¬ 
grossed  and  the  bill  to  be  read  a  third 
time. 

The  bill  was  read  the  third  time. 

The  PRESIDING  OFFICER.  The  bill 
having  been  read  the  third  time,  the 
question  is,  Shall  it  pass? 

The  bill  (H.R.  6157)  was  passed. 

The  title  was  amended,  so  as  to  read: 
‘‘An  act  to  amend  section  3620  of  the 
Revised  Statutes  with  respect  to  payroll 
deductions  for  Federal  employees.” 


NEED  FOR  LEGISLATION 

The  committee  believes  that  payroll  de¬ 
ductions  are  an  effective  and  efficient  way 
of  encouraging  additional  savings  and  will 
benefit  our  economy.  The  bill  should  facili¬ 
tate  the  flow  of  funds  to  financial  institu¬ 
tions,  thereby  easing  credit  conditions  and 
removing  some  of  the  upward  pressure  on 
interest  rates.  To  the  extent  the  bill  en¬ 
courages  greater  thrift,  it  would  remove 
funds  from  the  direct  spending  stream 
thereby  helping  to  reduce  inflationary  pres¬ 
sures.  Promoting  greater  saving  can  be  a 
most  effective  and  painless  way  of  fighting 
inflation. 

The  committee  also  believes  that  payroll 
deductions  will  benefit  the  Federal  Gov¬ 
ernment  as  an  employer.  Many  progressive 
employers  in  business  and  industry  have 
payroll  savings  plans  and  these  have  come 
to  be  recognized  as  a  sound  employment 
practice.  The  encouragement  of  regular  sav¬ 
ing  assures  a  source  of  funds  for  employees 
to  meet  emergencies  or  to  finance  large  pur¬ 
chases.  This  should  result  in  fewer  employees 
who  overextend  themselves  and  get  into  fi¬ 
nancial  trouble.  This  in  turn  should  lead 
to  a  more  productive  and  stable  work  force 
and  fewer  complaints  to  the  Federal  Gov¬ 
ernment  from  creditors  concerning  Federal 
employees  in  financial  difficulty. 

Finally,  the  committee  believes  the  bill 
will  benefit  the  Federal  employee.  It  will 
make  it  easier  and  more  convenient  for  the 
average  employee  to  save  on  a  regular  basis. 
As  previously  mentioned,  it  will  tend  to  as¬ 
sure  a  ready  source  of  funds  and  reduce 
financial  problems.  It  will  particularly  ben¬ 
efit  employees  of  moderate  Income,  who, 
when  financial  trouble  strikes,  are  often 
forced  to  borrow  at  high  interest  rates. 

The  committee  is  mindful  of  the  Treasury 
argument  that  payroll  deductions  for  other 
forms  of  savings  might  undercut  Treasury 
bond  sales  to  Federal  employees.  Although 
such  a  possibility  exists,  the  committee  does 
not  believe  it  is  likely.  Many  private  em¬ 
ployers  authorize  deductions  for  both  Fed¬ 
eral  savings  bonds  and  other  forms  of  savings. 
For  example,  80  percent  of  the  employees 
of  Lockheed  Aircraft  have  credit  union  pay¬ 
roll  deductions,  but  99  percent  have  savings 
bond  deductions. 

The  committee  also  recognizes  the  argu¬ 
ment  that  additional  deductions  complicate 
Federal  payroll  operations.  However,  in  view 
of  the  benefits  to  be  derived  by  encouraging 
saving,  and  In  view  of  the  computerized 
nature  of  most  Federal  payroll  systems,  and 
in  view  of  the  fact  that  the  Government 
would  be  reimbursed  for  the  additional  cost 
of  providing  the  deductions,  the  committee 
feels  the  bill  would  not  represent  any  sig¬ 
nificant  burden  on  the  Federal  Government. 

With  respect  to  cost,  the  committee  under¬ 
stands  the  Civil  Service  Commission  has 
already  established  a  standard  service  charge 
of  2  cents  per  individual  deduction  exclusive 
of  any  postage  cost.  The  committee  expects 
such  a  charge  should  be  adequate  to  cover 
all  additional  costs  associated  with  payroll 
savings  deductions  authorized  under  the  bill. 


f  STANDARD  REFERENCE  DATA 

Mr.  MANSFIELD.  Mr.  President,  I 
ask  unanimous  consent  that  the  Senate 
proceed  to  the  consideration  of  Calendar 
No.  1208. 

The  PRESIDING  OFFICER.  The  bill 
will  be  stated  by  title. 

The  Bill  Clerk.  A  bill  (H.R.  6279)  to 
provide  for  the  collection,  compilation, 
critical  evaluation,  publication,  and  sale 
of  standard  reference  data. 

The  PRESIDING  OFFICER.  The  ques¬ 
tion  is  on  agreeing  to  the  request  of  the 
Senator  from  Montana.  Without  objec¬ 
tion,  it  is  so  ordered. 

The  Senate  proceeded  to  consider  the 
bill  which  had  been  reported  from  the 
Committee  on  Commerce,  with  amend¬ 
ments  on  page  4,  line  11,  after  ‘‘30”,  strike 
out  ‘‘1968”  and  insert  ‘‘1969”;  and  in  line 
13,  after  the  word  ‘‘year”,  strike  out 
“1968”  and  insert  “1969”. 

The  PRESIDING  OFFICER.  The  ques¬ 
tion  is  on  agreeing  to  the  committee 
amendments. 

The  amendments  were  agreed  to. 

The  PRESIDING  OFFICER.  The  ques¬ 
tion  is  on  the  engrossment  of  the  amend¬ 
ments  and  the  third  reading  of  the  bill. 

The  amendments  were  ordered  to  be 
engrossed  and  the  bill  to  be  read  a  third 
time. 

The  bill  was  read  the  third  time. 

The  PRESIDING  OFFICER.  The  bill 
Nhaving  been  read  the  third  time,  the 
q^stion  is.  Shall  it  pass? 

^e  bill  (H.R.  6279)  was  passed. 

mXjVLANSFIELD.  Mr.  President,  I  ask 
imanimous  consent  to  have  printed  in 
the  REcWa  an  excerpt  from  the  report 
(No.  1230V  explaining  the  purposes  of 
the  bill.  \ 

There  beijik  no  objection,  the  excerpt 
was  ordered  to*S?e  printed  in  the  Record, 
as  follows :  \ 

PURPOSE  oil  AMENDMENTS 

The  purjxise  of  the  amendments  is  to  make 
appropriations  authoriNd  by  the  act  avail¬ 
able  for  use  in  fiscal  year^^69. 

PURPOSE  OP  Th\  BILL 

The  purpose  of  the  biH.'^R.  6279,  is  to 
provide  a  more  appropriate  ancl^ffective  legal 
framework  for  the  National  sNndard  Ref¬ 
erence  Data  System  which  is  administered 
by  the  National  Bureau  of  Standards  of  the 
Department  of  Commerce.  It  would  length¬ 
en  and  clarify  the  authority  of  the^ecre- 
tary  of  Commerce  to  provide  for  the  ejec¬ 
tion,  evaluation,  and  dissemination  of  reli¬ 
able  reference  data  on  the  physical  and 
chemical  properties  of  materials  widely  useo* 
in  science  and  industry. 
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HIGHITGTFS:  House  passed  v^tershed  construction  bill\  Rep.  Smith,  Iowa,  defended 
consumer  protection  underymeat  inspection  law.  House  cl^mittee  reported  potato 
research  and  promotion  1^1.  House  subcommittee  approved^ highway  authorization  bill, 
Rep,  Sullivan  introducpa  and  discussed  food  stamp  bill. 


POTATOES.  /The  Agriculture  Committee  reported  with  amendment  H, 
potato  r^earch  and  promotion  bill  (H.  Kept.  1559),  p.  H5044 


.,  15030,  the 


2.  CREDIT  UNIONS,  Concurred  in  the  Senate  amendments  to  H,  R.  6157,  to  permit  Fede 

ral  employees  to  purchase  shares  of  Federal-or  State-chartered  credit  unions 
through  voluntary  payroll  allotment  (p,  H5006) ,  This  bill  will  now  be  sent  to 
the  President. 
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3. \  WATERSHEDS 0  Passed  without  amendment  So  2276,  to  amend  the  Watershed  Protection 
\^nd  Flood  Prevention  Act  to  permit  the  Secretary  of  Agriculture  to  contract/ror 
ttje  construction  of  works  of  improvement  upon  request  of  local  organizations 
H5009).  This  bill  will  now  be  sent  to  the  President. 
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expenses^,  nonreimbursable 


Passed  as  reported  S.  1251,  to  make  certain  reclamation 
p.  H5008 


:oj  ect 


5.  BUILDINGS.  NThe  Public  Works  Committee  was  discharged  from  f urthe^consideration 
of  S.  222,  tb  require  that  public  buildings  financed  with  Feder^  funds  be  de¬ 
signed  and  constructed  to  accommodate  the  handicapped,  and  th^bill  was  passed 
with  amendment  \o  insert  the  language  of  H.  R,  6589  which  hay  been  passed  ear¬ 
lier,  302-0,  under  suspension  of  the  rules.  H.  R.  6589  wa^then  tabled,  pp, 
H5010-15 


6. 


HAWAII  LOANS.  Passed  dnder  suspension  of  the  rules,  H.yR.  15562,  to  extend  until] 
June  30,  1970  the  authoKity  of  the  Secretary  of  Agricytiture  to  authorize  loans 
on  leasehold  interests  in\Hawaii.  pp.  H5031-2 

,  .  Q 

7.  HIGHWAYS.  The  Subcommittee  ori  Roads  of  the  Publiy  Works  Committee  approved  for  ^ 
full  committee  action  H.  R.  1^34,  amended,  the/l970-71  highway  authorization 
bill.  p.  D560 


8.  TAXATION;  EXPENDITURES.  Rep.  PellyNopposedyf^he  retroactive  provision  to  April  1 
of  the  President's  10-percent  tax  surchar^.  He  favored  the  effective  date  "not 
earlier  than  next  September."  p.  H50( 

Rep.  Brinkley  suggested  that  the  $6ybillion  proposed  spending  reduction  be 


made  in  foreign  aid  and  related  exper 
H5037-8 


:es,  the  "lowest  priority  area."  pp, 


9,  MEAT  INSPECTION.  Rep,  Smith,  lowy,  defended  tne  Wholesome  Meat  Act  against  "cri¬ 


tics  who  are  trying  to  discredi 
pp.  H5032-3 


it  and  other  osmsumer  protection  legislation, 


10,  TRADE  POLICY.  Rep,  Whiteney  inserted  his  testimony  w 


policy  for  the  people  in  jCae.  textile  industry," 


pp. 


behalf  of  "a  sound  trade 
>034-5 


Rep.  Monagan  inserted 
U.  S.  trade  policy,  p* 


his  testimony  on  the  "conflict 
H5036-7 


and  problems"  of  the 


11.  EDUCATION.  Rep.  FeiVhan  inserted  the  recommendations  on  urb^n  education  financial 
needs  developed  fof  priority  congressional  consideration  duriV^g  a  meeting  of 
National  School  Boards  Association,  pp.  H5039-40 
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Leceived  from  Army  and  Agriculture  a  notification  of\a  proposed 
5f  jurisdiction  of  civil  works  and  national  forest  landk  (Kinzua 
Al^gheny  Reservoir,  N.  Y.  and  Pa.)  by  the  Department  of  the  j^rmy  and 
payment  of  Agriculture,  p.  H5043 
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Jesus’  body  on  the  cross  so  that  life  may  flow 
Id  all  things  be  made  new.  Christians  for 
renty  centuries  have  made  this  sort  of  bread 
tn^  focal  ix>lnt  of  their  rejodclng  In  the  Eu- 
chaaist.  They  have  realized  that  there  is.  In 
fact.Njo  other  alternative  but  the  shallow 
frenzyNrf  Illusion  that  ends  in  mourning — 
the  mo^e  for  which  Is  not  truth  and  life 
and  the  wSj  things  are.  but  rather  the  short¬ 
lived  Insuiatton  of  the  lie  told  beautifully 
and  with  an\xcellent  fancy. 

I  beg  you  tntis  to  regard  me,  a  Christian 
caught  in  suo^a  fit  of  candor,  with  the 
patient  reverence\that  Is  proper  to  the  pain 
and  the  pity  of  tnb  human  condition  itself. 
I  ask  you  to  regard\me  thus,  as  I  say  the 
things  I  think  one  mjist  say  of  this  peace 
the  world  cannot  give. 

The  first  and,  perhap^the  most  obvious 
thing  to  say  is  that  there'ore  sorts  of  peace 
the  world  indeed  can  give.  is  the  peace  of 
detente — the  peace  that  is  anSabsence  of  ag¬ 
gression  between  persons  or  i^ietles  whose 
power  is  so  balanced  that  anythmg  but  such 
a  peace  is  unprofitable.  Another  ikthe  peace 
of  ennui — ^the  peace  that  comes  notSfrom  ac¬ 
tive  power,  but  from  a  passive  heaviness  of 
mind  that  sees  nothing  in  man  wco^y  of 
being  defended. 

In  between  these  two  extremes  there 
to  be,  and  come  so  easily  to  die  as  well,  tl 
fragile  human  efforts  to  establish  a  peac^ 
more  true  and  lasting;  a  peace  that  is  not 
filled  with  the  terror  of  a  balance  of  power, 
not  consumed  with  the  fatalism — or  even 
cynicism — of  ennui.  Peace  true  and  lasting, 
not  of  terror  nor  of  ennui,  is  the  foundation 
of  what  our  Iiord  speaks  of.  But  the  peace  he 
speaks  of  its  more — more  in  this,  that  the 
peace  he  has  to  give  is  not  a  sometime  thing; 
not  fragile  as  a  summer  flower;  not  prostrate 
before  the  gusty  will  of  men  who  are  maimed 
through  our  race’s  once  and  constant  free 
choice  to  be  so;  not  at  the  mercy  of  that 
random,  brutal  senselessness  that  stalks  the 
pages  of  recorded  human  history. 

His  peace,  on  the  contrary,  is  an  abiding 
presence — a  robust,  searing,  tangible  reality 
that  goes  so  far  beyond  what  men  of  them¬ 
selves  can  do  as  to  elude  being  put  into 
words.  'The  Lord  himself  calls  it  simply  his 
‘‘Spirit”:  Christian  tradition  calls  it  a  loving 
relationship  maintained  between  Jesus  and 
his  Father,  a  relationship  so  intense  that  it  is 
yet  a  third  Person  in  the  Godhead. 

Venerable  though  all  these  words  may  be, 
they  are  of  infinitely  less  importance  than 
that  which  they  speak  of:  a  Person  who  is 
Peace;  a  Person  whom  Jesus  gives  us  in  his 
own  victory  over  brutal  death  and  violence;^ 
a  Person  who  lives  in  the  world  not  as 
phantom  in  the  mist,  but  as  a  love-st^c- 
tured  and  love-suffering  community  of ypeo- 
ple  such  as  you  and  I.  Look  into  the  wes  of 
anyone  you  love,  and  you  see  him /who  is 
Peace  looking  back.  Look  into  tiiff  face  of 
hate,  and  you  see  his  antithesis, /^he  Beast, 
who  would  destroy  us  all.  Look  ^out  you  at 
this  Eucharist,  and  you  see  hlnr  here — if  our 
faith,  our  hope,  and  our  love  ore  what  we  to¬ 
gether  announce  them  in  this  world  to  be. 
May  God  forbid  that  faithlessness,  despair, 
and  hate  return  our  gaz^  in  such  a  case,  we 
sin  by  being  here,  and/what  we  do  together 
had  better  not  be  doii^t  all. 

Like  the  Church,  >1  am  old.  But,  also  like 
the  Church,  I  am  ^ill  very  much  alive.  Thus 
my  candor  is  scanned  by  the  past,  while  re¬ 
maining  concerns  about  the  present  and  the 
future.  BeingyOld,  alive  and,  moreover,  for¬ 
eign  (to  yo^,  at  least),  you  will  perhaps 
indulge  me/in  the  prerogative  of  the  old  and 
the  Strang  in  giving  advice  to  others. 

My  admce  to  you  is  this.  Whether  or  not 
ChrisUAnity  has  a  future  will  depend  upon 
the  ability  of  Christians  such  as  you  grad¬ 
ual  to  be  people  of  that  peace  which  the 
WOTld  cannot  give,  the  peace  of  which  our 
iiord  speaks  in  today’s  gospel.  That  sort  of 
''peace  cost  him  his  life;  that  sort  of  peace  has 
cost  the  lives  of  others  like  him;  and  it  may 
very  well  cost  you  your  lives  too.  Peace  such 


as  this  has  always  come  at  a  high  price,  be- 
cav.se  it  is  worth  it.  Without  it,  life  is  more 
a  curse  than  a  blessing:  for  brother  Is  set 
against  brother,  race  against  race,  nation 
against  nation,  and  horror  feeds  upon  the 
little  and  the  poor.  In  our  own  day,  the  ab¬ 
sence  of  peace  has  transcended  being  merely 
unprofitable:  on  its  presence  or  absence  the 
fate  of  the  world  itself  has  come  to  depend. 
To  serve  the  cause  of  peace  is,  therefore,  to 
serve  nothing  less  than  the  survival  of  man¬ 
kind. 

If  this  can  be  done  anywhere  in  the  world, 

I  believe  it  will  have  to  be  done  first,  and 
above  all  in  your  own  great  country.  The 
United  States  may  well  be  crucible  in  which 
a  new  world,  secular  and  religious,  will  be 
compounded  out  of  the  debris  of  what  has 
gone  before.  ’This  is  so  not  only  because  of 
your  country’s  vast  powers:  It  is  mainly  so 
because  the  United  States  is  today  what  other 
nations  will  be  only  in  the  future — that  is,  a 
technological  society  verging  on  a  degree  of 
dehumanized  massiveness  that  is  surely  the 
most  critical  challenge  to  man,  if  not  the 
virus  of  his  ultimate  degradation.  The 
world  outside  your  borders  is  interested  in 
what  you  do;  and  to  that  world  you  have 
an  astonishing  responsibility,  for  its  fate 
may  very  well  rest  in  your  own  hands. 

Perhaps  I  am  naive,  but  I  think  that 
role  of  the  Church  in  your  society  mav/be 
\cardinal  in  all  this.  The  dissolution  the 
lurch  into  dull  little  retreats  of  Ine^ctlve 
arid  petulant  discontent  can  do  litme  more 
thak  hasten  mankind’s  Armage^on.  The 
effec^e  and  vigorous  cohensi^  of  the 
ChurcIV  in  the  face  of  such  threat  is  im- 
perativ^But  the  sort  of  cobBsion  I  mean 
is  not  an  administrative  or  eykn.  an  economic 
one.  It  is  \  living  in  thay  Peace  who  is  a 
Person,  who^akes  us  wh^we  are. 

My  conclusibn  is  somber  because  our  era 
is  a  somber  oneXAnd  ^  is  this.  If  Christians 
have  no  peace  to  Mv^ the  world  in  which  we 
live,  then  one  may^nestion  seriously  whether 
Christianity  is  npt  already  a  dead  thing — 
glorious  in  it^ tomOv  perhaps,  but  dead 
none  the  less./l  remaiik  convinced  that  the 
Church’s  re^lem  (whiciv  has  been  prema¬ 
turely  sungby  the  world  tmes  without  num¬ 
ber)  is  not  yet  a  propos.  Bt^  my  conviction 
Is  temped  by  the  reallzationSthat,  although 
God  h^  promised  not  to  fail  Mis  People,  his 
People  have  never  promised  not  No  fall  him. 
If  ^  are  to  remain  faithful  to  him  in  our 
service  to  the  world  he  created,  and  rvjr  which 
Is  only  Son  poured  out  his  blood,  then  we 
/"shall  have  to  do  more  than  just  speajt  fine 
words  of  peace.  We  shall  have  to  be^me 
Peace  itself. 

So  deeply  must  we  change  in  our  owi 
hearts  and  minds  and  souls  that,  wherever' 
we  are  or  wherever  we  go — as  Christian  indi¬ 
viduals  and  as  communities  of  Christians — 
the  world  at  large  must  be  forced  to  cry  out: 
‘‘Peace  has  passed  this  way.  Peace  is  here!” 

Mr.  ZABLOCJKI.  Mr.  Speaker,  it  was 
indeed  a  privilege  and  honor  to  meet  on 
last  Friday,  His  Beatitude  Maximos  V 
Hakim,  newly  elected  Melkite  Patriarch 
of  Antioch  and  all  the  East,  of  Jerusalem 
and  Alexandria. 

-His  comments  and  observations  re¬ 
garding  the  crisis  in  the  Middle  East 
served  to  substantiate  in  many  ways  my 
views  regarding  the  most  effective  means 
of  bringing  peace  to  that  troubled  part 
of  the  world. 

I  have  long  held,  Mr.  Speaker,  that  as 
a  first  step  in  that  sought-after  peace 
the  Arab  countries  must  seek  to  reestab¬ 
lish  diplomatic  relations  with  the  United 
States  and  other  friendly  countries.  Sec¬ 
ond,  it  is  necessary  that  Israel  take  a 
more  conciliatory  attitude  regarding  the 
overall  Arab-Israel  dispute,  particular¬ 
ly  the  Palestine  refugee  problem  and  the 


internationalization  of  the  Holy  City^f 
Jerusalem.  Third,  if  the  United  St,aftes 
is  to  assist  in  resolving  the  Middle/East 
crisis  it  must  maintain  an  imbia^d  po¬ 
sition  of  strict  neutrality — supporting  re¬ 
spectively  those  positions  of  l^th  Israel 
and  the  Arab  countries  whicm  are  right 
and  just  within  the  conte^  of  our  own 
national  interests  and  world  peace. 

My  colleague,  the  dis^guished  gentle¬ 
man  from  Wisconsin  [^r.  Laird]  ,  has  in¬ 
cluded  in  the  REcoR^His  Beatitude  Ha¬ 
kim’s  thought-proyiking  remarks  on  the 
Middle  East  probleun  delivered  at  the  Na¬ 
tional  Shrine  of^e  Immaculate  Concep¬ 
tion.  I  recomn^d  those  comments  to  the 
full  and  car^l  reading  of  my  colleagues 
in  the  House. 

Mr.  JOELSON.  Mr.  Speaker,  I  want  to 
join  my  Colleagues  in  a  warm  welcome  to 
the  n^ly  elected  Patriarch  of  Antioch 
and  ,/All  the  East  of  Jerusalem  and 
Aly^andria,  His  Beatitude  Maximos  V 
E^kim. 

y  I  number  among  my  close  friends 

'  faithful  members  of  St.  Ann’s  Church 
in  Paterson  where  Melkite  Catholics  wor¬ 
ship  in  the  Eastern  Rite.  Monsignor 
Cyril  Anid  and  Father  Maxim  Chalhoub 
of  this  parish  are  truly  dedicated  serv¬ 
ants  of  God,  and  are  an  inspiration  to 
all. 

I  hope  that  the  stay  of  His  Beatitude 
Maximos  V  Hakim  in  this  country  will 
be  most  pleasant. 

Mr.  DANIELS.  Mr.  Speaker,  I  am  very 
happy  to  extend  my  own  personal  wel¬ 
come  and  that  of  the  people  of  the 
14  th  Congressional  District  of  New 
Jersey  to  the  newly  elected  Melkite  Patri¬ 
arch  of  Antioch  and  .all  the  East,  His 
Beatitude  Maximos  Hakim. 

The  House  of  Representatives  has  hon¬ 
ored  itself  by  inviting  His  Beatitude  to 
offer  the  opening  prayer  at  the  begin¬ 
ning  of  today’s  session.  His  inspiring 
words  reflect  the  deep  philosophical  tra¬ 
dition  of  the  Eastern  Rite  of  the  Catho¬ 
lic  Faith,  whose  spiritual  leader  he  is. 


GENERAL  LEAVE 


Mr.  LAIRD.  Mr.  Speaker,  I  ask  unani¬ 
mous  consent  that  all  Members  may 
have  5  legislative  days  in  which  to  ex- 
,  tend  their  remarks  on  His  Beatitude 
laximos  V  Hakim. 

le  SPEAKER.  Is  there  objection  to 
thdsrequest  of  the  gentleman  from  Wis- 
con;^? 

Th^  was  no  objection. 


revise  and  extend  his  re- 


(Mr.  FE3GHAN  asked  and  was  given 
permission^  address  the  House  for  1 
minute  and  tb 
marks.) 

[Mr.  FEIGHAll  addressed  the  House. 
His  remarks  will  aroear  hereafter  in  the 
Extensions  of  Remari^.  1 


BODYGUARDS  AS 
EX-GOVERNOR 


i;gned  to 

3SEN 


(Mr.  HAYS  asked  and  wa^given  per¬ 
mission  to  address  the  House^r  1  min¬ 
ute,  and  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  HAYS.  Mr.  Speaker,  every b>»(^  is 
complaining  about  expenditures  t^se 
days,  and  I  notice  that  ex-Govern<^r 
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Lassen  has  been  assigned  15  bodyguards 
ohsthe  ground  that  he  is  a  candidate  for 
the^i'esidency. 

NoV  I  have  10  delegates,  and  I  am 
sure  I'^ave  more  delegates  and  more 
enemies \han  he  has,  and  I  do  not  have 
any  bodyguards,  and  I  do  not  want  any 
and  I  wouldSiot  accept  any. 

But  I  woula  submit  we  might  be  able 
to  save  the  salaries  of  these  15  guards. 
If  he  has  that  rn&my  bodyguards  around, 
that  is  the  bigg^  crowd  he  has  had 
during  this  campai^. 

FELLY  OPPOSES  RCTROACTIVE 
PROVISION  OP  BILL 

(Mr.  PELLY  asked  an^was  given 
permission  to  address  the  I^use  for  1 
minute  and  to  revise  and  eMend  his 
remarks.)  \ 

Mr.  PELLY.  Mr.  Speaker,  although 
I  believe  a  tax  increase  is  necesar^be- 
cause  of  present  fiscal  problems,  I  wy 
much  oppose  the  section  of  the  bill  mal^ 
ing  any  tax  increase  retroactive  to' 
April  1. 

Retroactivity,  as  most  people  will  dis¬ 
cover  to  their  dismay  next  April  15,  will 
impose  great  hardship  on  many  citizens 
of  the  Nation.  While  indecision  and 
charges  and  countercharges  have  been 
thrown  back  and  forth  between  the  lead¬ 
ership  of  the  majority  party  in  both  the 
legislative  and  executive  branches  of 
Government,  the  people  of  this  Nation 
have  not  known  what  to  expect  or  when 
to  expect  action  on  this  bill. 

Now  it  appears  with  a  provision  which 
would  not  just  increase  taxes,  but  pre¬ 
sent  each  citizens  with  an  extra  and  un¬ 
expected  tax  bill.  This  unanticipated 
financial  burden  on  American  families  is 
not  fair. 

The  conditions  which  created  the  need 
for  this  tax  increase  are  no  fault  of  the 
people  who  now  have  to  bear  the  blow 
of  paying  their  Government  more  money. 
Some  of  us  in  both  political  parties,  but 
mostly  in  the  minority  party,  warned 
during  these  recent  years  of  where  the 
Nation  has  headed  under  programs  de¬ 
signed  to  spend,  spend,  spend.  And,  now, 
the  American  taxpayer,  already  over¬ 
burdened  by  a  fiscally  damaging  infla¬ 
tion  as  a  result  of  these  policies,  is  faced 
with  an  unfair  retroactive  tax  increase. 

Mr.  Speaker,  I  strongly  oppose  the 
retroactive  provision  to  April  1  of  the 
President’s  10-percent  tax  surcharge.  I 
think  the  tax  should  be  effective  not 
earlier  than  next  September. 


June  17,  1968 


PERMITTING  FEDERAL  EMPLOYEES 
TO  PURCHASE  SHARES  OP  FED¬ 
ERAL-  OR  STATE- CHARTERED 
CREDIT  UNIONS  THROUGH  VOL¬ 
UNTARY  PAYROLL  ALLOTMENT 

Mr.  PATMAN.  Mr.  Speaker,  I  ask 
manimous  consent  to  take  from  the 
Speaker’s  desk  the  bill  (H.R.  1657)  to 
peimit  Federal  employees  to  purchase 
shares  of  Federal-  or  State-chartered 
credit  unions  through  voluntary  payroll 
allotment’  with  Senate  amendments 
thereto,  and  concur  in  the  Senate 
amendments. 

The  Clerk  read  the  title  of  the  bill. 

The  Clerk  read  the  Senate  amend¬ 
ments,  as  follows: 


strike  out  all  after  the  enacting  clause 
and  Insert: 

“That  subsections  (b)  and  (c)  of  section 
3620  of  the  Revised  Statutes,  as  amended 
(31  U.S.C.  492) ,  are  amended  to  read  as  fol¬ 
lows: 

“‘(b)(1)  Notwithstanding  subsection  (a) 
of  this  section  or  any  other  provision  of  law, 
and  rmder  regulations  to  be  prescribed  by 
the  Secretary  of  the  Treasury,  the  head  of  an 
agency  shall,  upon  the  written  request  of 
an  employee  of  the  agency  to  whom  a  pay¬ 
ment  for  wages  or  salary  is  to  be  made,  au¬ 
thorize  a  disbursing  officer  to  make  the  pay¬ 
ment  in  the  form  of  one,  two,  or  three  checks 
(the  number  of  checks  and  the  amount  of 
each,  if  more  than  one,  to  be  designated  by 
such  employee)  by  sending  to  each  financial 
organization  designated  by  such  employee  a 
check  that  is  drawn  in  favor  of  the  organi¬ 
zation  and  is  for  credit  to  the  checking  ac¬ 
count  of  such  employee  or  is  for  the  deposit 
of  savings  or  purchase  of  shares  for  such  em¬ 
ployee:  Provided,  That  the  agency  shall  not 
be  reimbursed  for  the  cost  of  sending  one 
check  requested  by  such  employee  but  shall 
be  reimbursed  for  the  additional  cost  of 
sending  any  additional  check  reqested  by 
such  employee  by  the  financial  organization 
to  which  such  check  is  sent.  For  the  purposes 
of  the  foregoing  proviso,  the  check  for  which 
the  agency  shall  not  be  reimbursed  shall 
be  the  check  in  the  largest  amount. 

“  ‘(2)  If  more  than  one  employee  to  whom 
a  payment  is  to  be  made  designates  the  same 
financial  organization,  the  head  of  an  agency 
may,  upon  the  written  request  of  such  em¬ 
ployee  and  under  regulations  to  be  pre¬ 
scribed  by  the  Secretary  of  the  Treasury, 
authorize  a  disbursing  officer  to  make  the 
payment  by  sending  to  the  organization  a 
check  that  is  drawn  in  favor  of  the  organi¬ 
zation  for  the  total  amount  designated  by 
those  employees  and  by  specifying  the 
amount  to  be  credited  to  the  accoimt  of  each 
of  those  employees. 

“  ‘(3)  In  this  subsection,  the  term  “agency” 
means  any  department,  agency,  independent 
establishment,  board,  office,  commission,  or 
other  establishment  in  the  executive,  legisla¬ 
tive  (except  the  Senate  and  Hcnise  of  Repre¬ 
sentatives),  or  judicial  branch  of  the  Gov¬ 
ernment,  any  wholly  owned  or  controlled 
Government  corporation,  and  the  municipal 
government  of  the  District  of  Columbia;  and 
the  term  “financial  organization”  means  any 
bank,  savings  bank,  savings  and  loan  associa¬ 
tion  or  similar  institution,  or  Federal  or  State 
chartered  credit  union. 

“‘(c)  Payment  by  the  United  States  in 
the  form  of  more  than  one  check,  drawn 
in  accordance  with  subsection  (b)  and  prop¬ 
erly  endorsed,  shall  constitute  a  full  acquit¬ 
tance  for  the  amount  due  to  the  employee 
requesting  payment.’  ” 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from 
Texas? 

Mr.  GROSS.  Mr.  Speaker,  reserving 
the  right  to  object,  I  surmise  from  hear¬ 
ing  the  amendment  or  amendments  read, 
that  they  are  germane  to  this  bill,  but 
I  want  to  be  absolutely  certain. 

Mr.  PATMAN.  Yes,  they  certainly  are, 
I  can  tell  the  gentleman. 

Mr.  GROSS.  In  recent  days  the  other 
body  has  served  notice  that  it  proposes 
to  take  some  bill  that  comes  from  the 
House  and  add  legislation  to  it,  specifi¬ 
cally  concerning  so-called  gun  control 
legislation,  and  I  propose  in  the  future 
to  make  certain  whether  Senate  amend¬ 
ments  are  germane  to  all  House  approved 
bills. 

Mr.  PATMAN.  The  amendments  are 
veiw  short. 

Mr.  GROSS.  I  am  not  asking  for  an 
explanation  I  only  want  to  know  whether 


these  amendments  are  germane  to  the 
bill. 

Mr.  PATMAN.  They  are  absolutely 
germane.  It  just  includes  banks,  savings 
and  loan  institutions,  and  mutual  savings 
institutions. 

Mr.  GROSS.  Mr.  Speaker,  I  withdraw 
my  reservation  of  objection. 

(Mr.  PATMAN  asked  and  was  given 
pel-mission  to  extend  his  remarks  at  this 
point  in  the  Record.) 

Mr.  PATMAN.  Mr.  Speaker,  H.R.  6157 
is  legislation  that  was  passed  unanimous¬ 
ly  by  the  House  on  February  5,  1968.  The 
legislation  passed  by  the  House  would 
provide  credit  union  payroll  deductions 
for  Federal  employees. 

The  Senate,  after  lengthy  hearings,  ex¬ 
tended  the  same  benefits  to  banks,  sav¬ 
ings  and  loan  associations,  and  mutual 
savings  institutions. 

Of  course,  all  of  these  institutions,  like 
the  credit  unions,  would  have  to  pay  the 
Government  for  the  cost  of  providing  this 
service  so  that  there  would  be  no  cost 
to  the  Government  on  this  legislation. 

The  Senate  rejected  an  extension  of 
the  payroll  deduction  to  other  groups 
since  they  do  not  feel  they  fall  under 
the  definition  of  financial  institutions. 

I  have  discussed  the  Senate  amend¬ 
ments  with  the  distinguished  ranking 
minority  member  of  the  Banking  and 
Currency  Committee,  the  gentleman 
from  New  Jersey  [Mr.  Widnall],  and  he 
is  in  agreement  with  me  that  the  Senate 
version  is  acceptable.  Therefore,  Mr. 
Speaker,  I  ask  that  the  House  adopt  the 
Senate  version  of  H.R.  6157. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Texas 
[Mr.  Patman]  ? 

There  was  no  objection. 

The  Senate  amendments  were  con¬ 
curred  in. 

A  motion  to  reconsider  was  laid  on  the 
table. 


PERMISSION  FOR  SUBCOMMITTEE 
ON  PUBLIC  ROADS,  (COMMITTEE 
ON  PUBLIC  WORKS,  TO  SIT  DUR¬ 
ING  GENERAL  DEBATE  TODAY 

Mr.  OLSEN.  Mr.  Speaker,  I  ask  unani¬ 
mous  consent  that  the  Subcommittee  on 
blic  Roads  be  permitted  to  sit  during 
general  debate  this  afternoon. 
MnvSpeaker,  this  has  been  cleared. 
The^PEAKER.  Is  there  objection  to 
the  reqlmst  of  the  gentleman  from 
Montana?* 

There  wa^o  objection. 

PERMISSION  'FOR  COMMITTEE  ON 
BANKING  AN^CURRENCY  TO  SIT 
DURING  GENERAL  DEBATE  TO¬ 
DAY 

Mr.  ALBERT.  Mr.\Speaker,  I  ask 
imanimous  consent  thatsthe  Committee 
on  Banking  and  Currency^ay  sit  during 
general  debate  today. 

The  SPEAKER.  Is  there  Objection  to 
the  request  of  the  gentlen^n  from 
Oklahoma? 

There  was  no  objection. 

HOUSE  PAYS  FOR  ACLU  MATT.m) 

(Mr.  ROGERS  of  Florida  asked  and 
was  given  permission  to  address  the 
House  for  1  minute  and  to  revise  and  ex- 
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an  act 


T<)  aiiieud  section  of  the  Revised  Statutes  with  respect  to  payroll  deductions 

for  Federal  employees. 


Be  it  enacted  hy  the  Senate  and  House  of  Representatives  of  the 
United  States  of  America  in  Congress  assembled^  That  subsections 
(b)  and  (c)  of  section  3620  of  the  Revised  Statutes,  as  amended  (31 
U.S.C.  492) ,  are  amended  to  read  as  follows : 

‘‘(b)(1)  Notwithstanding  subsection  ( a )  of  this  section  or  any  other 
provision  of  law,  and  under  regulations  to  be  prescribed  by  the  Sec¬ 
retary  of  the  Treasury,  the  head  of  an  agency  shall,  upon  the  written 
request  of  an  employee  of  the  agency  to  whom  a  payment  for  wages  or 
salary  is  to  be  made,  authorize  a  disbursing  officer  to  make  the  payment 
in  the  form  of  one,  two,  or  three  checks  (the  number  of  checks  and 

a  he  amount  of  each,  if  more  than  one,  to  be  designated  by  such 
inployee)  by  sending  to  each  financial  organization  designated  by  such 
employee  a  check  that  is  drawn  in  favor  of  the  organization  and  is  for 
credit  to  the  checking  account  of  such  employee  or  is  for  the  deposit 
of  savings  or  purchase  of  shares  for  such  employee:  Provided,  That 
the  agency  shall  not  be  reimbursed  for  the  cost  of  sending  one  check 
i-equested  by  such  employee  but  shall  be  reimbursed  for  the  additional 
cost  of  sending  any  additional  check  requested  by  such  employee  by 
the  financial  organization  to  which  such  check  is  sent.  For  the  pur¬ 
poses  of  the  foregoing  proviso,  the  check  for  which  the  agency  shall 
not  be  reimbursed  shall  be  the  check  in  the  largest  amount. 

“(2)  If  more  than  one  employee  to  whom  a  payment  is  to  be  made 
designates  the  same  financial  organization,  the  head  of  an  agency 
may,  upon  the  written  request  of  such  employee  and  under  regula¬ 
tions  to  be  prescribed  by  the  Secretary  of  the  Treasury,  authorize  a 
disbursing  officer  to  make  the  payment  by  sending  to  the  organization 
a  check  that  is  drawn  in  favor  of  the  organization  for  the  total 
amount  designated  by  those  employees  and  by  specifying  the  amount 
to  be  credited  to  the  account  of  each  of  those  employees. 

“(3)  In  this  subsection,  the  term  ‘agency’  means  any  department, 
agency,  independent  establishment,  board,  office,  commission,  or  other 
establishment  in  the  executive,  legislative  (except  the  Senate  and 
^'^ouse  of  Representatives),  or  judicial  branch  of  the  Government, 
-^iny  wholly  owned  or  controlled  Government  corporation,  and  the 
municipal  government  of  the  District  of  Columbia;  and  the  term 
‘financial  organization’  means  any  bank,  savings  bank,  savings  and 
loan  association  or  similar  institution,  or  Federal  or  State  chartered 
credit  union. 

“(c)  Payment  by  the  United  States  in  the  form  of  more  than  one 
check,  drawn  in  accordance  with  subsection  (b)  and  properly  en¬ 
dorsed,  shall  constitute  a  full  acquittance  for  the  amount  due  to  the 
employee  requesting  payment.” 

Approved  June  29,  1968. 
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